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PRODUCTION — Write your parts order or assembly 
order once. Use it 20 to 30 times for repeat orders. 
Reproduce shop copies, schedule board copies, move 
tickets, route tags, material requisitions, and labor 
tickets. Eliminate 90% of all rewriting on parts or 
assembly orders. Save 24 to 36 hours in getting orders 
into the shop. 


PAYROLL—From one writing of one form Ditto 
gives you in less than a minute every form you need 
for recording your employees payroll, including pay- 
roll summaries, historical earnings record, the actual 
checks or envelopes, and receipt forms. There is no 
other writing; no elaborate personnel, involved sys- 
tems or costly machines. 


PURCHASING—Another one-writing Ditto method! 
First and only writing will give you all bid requests, 
all purchase order copies, all delivery receipts for one 
or a dozen partial deliveries. — — being used every 
day by America’s outstanding defense industries. 


ORDER & BILLING—Ditto cut its teeth on this 
method. Used by thousands of America’s foremost 
manufacturers for 30 years or more! From one writing 
you get all orders and shipping copies, all invoice 
copies, and if you wish, sales analysis slips. Orders 
may be written by salesmen in the field or by typists 
in branch offices or warehouses. Copies may be repro- 
duced at the home office or in branch factories. No 
method provides such flexibility, none can match its 
error-proof control. 


DITTO, INC. 


2218 W. HARRISON STREET © CHICAGO, ILLINOIS 











































For 3 C Years 


the I. A. S. technical staff has been 
devoting its efforts to one ideal—the 
development of a training plan flexible 
enough to give each individual student 
just what he needs to obtain the most 


thorough accounting instruction in the 


shortest possible time. 


We are proud that this constant endeavor 
has fully prepared us to meet the present 


demand for quick training in accounting 


subjects. 


Any member of your staff can obtain 
full particulars, without any obligation what- 
ever, by addressing a letter or postcard to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


A Correspondence School Since 1903 


3411 SOUTH MICHIGAN AVENUE ~+ CHICAGO, ILLINOIS 
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DATES AHEAD 


lith ANNUAL MEETING | 


September 21-23, 1942, Chicago | 


MEETINGS OF CONTROLS 


June 


| June 2—Buffalo, Twin Cities 


June 4—Philadelphia 


June 8—Kansas City 


June 9—Cleveland 


June 10—Baltimore, Detroit 

June 11—Dayton, Hartford 

June 16—Syracuse 

June 17—Cincinnati 

June 18—Chattanooga, Los An- | 
geles, New York City, San 


Francisco 


June 22—St. Louis 


Columbia, Houston 


June 24—Indianapolis, Roches- 
ter 


June 29—Pittsburgh 


Note: These are scheduled dates. 
Some changes may be made. Milwau- 
kee and New England will have no 
meetings in June. 
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Lditortal Comment 


Reports Required by Government 
ona is beginning to get its back up over the 
matter of working hundreds of detailed reports 
of various kinds to governmental agencies. This ap- 
plies particularly to controllers, on whom falls the 
burden of making up the reports and answering the 
questions which it appears are all too frequently 
made up by persons with limited business experi- 
ence. The cost of answering the questionnaires is 
staggering, not only in money expended but in time 
—the time of executives which could be expended to 
better advantage in helping to carry out the produc- 
tion programs. 

There is no one principal offender among the 
many commissions in Washington. All of them seem 
to feel that business is fair game. It is going to be a 
long, up-hill struggle on the part of business to cut 
down the volume and extent of questionnaires, but 
by dint of persistence and intelligent, concerted pro- 
tests it is believed that a great deal can be accom- 
plished in lightening this burden. 


Conference with WPB O fficials 


HE Controllers Institute of America is undertak- 

ing to at least cut down this drain on business. 
As a first step a conference with officials of the War 
Production Board has been held, at the instance of 
The Institute’s Committee on Cooperation with the 
War Program, for the purpose of learning, first, 
whether all the questionnaires which have been com- 
ing from that Board are authorized and are neces- 
sary; and second, whether it is possible to reduce the 
number and the scope of the questionnaires, from 
that particular Board. . 

It is significant that this work was undertaken by 
The Controllers Institute's Committee on Coopera- 
tion with the War Program. Cutting down the de- 
mands on business in this particular field is regarded 
by controllers as one very specific way of helping 
production, and thus cooperating with the War Pro- 
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gram. It ranks in their estimation with the recent 
decision of the Securities and Exchange Commis- 
sion that it is best for a company to refrain from 
shutting down operations in order to take inven- 
tories. 

The Institute’s sub-committee found the WPB of- 
ficials sympathetic and cooperative. The WPB de- 
plores the fact that some questionnaires, obviously 
limited in number and intended only for a small 
number of companies, are unauthorized. The WPB 
is making an earnest effort to limit the number of 
authorized questionnaires which it sends out, and has 
set up machinery for that purpose, but occasionally 
enthusiastic workers manage to get informal and 
limited questionnaires into circulation. 

It may come to the point of asking Mr. Donald 
Nelson to authorize affixing his signature to ques- 
tionnaires which he approves. Another method 
would be for the WPB to create its own printing 
department. 


Should Ask Institute About Debatable Questionnaires 


A’ a first step it is suggested that controllers who 
receive questionnaires whose authenticity is in 
question, consult The Controllers Institute of 
America about them. By an arrangement with the 
WPB The Institute can learn quickly whether it is 
necessary to reply to any given request to execute a 
form, or to supply specific information. This pro- 
cedure may be followed by controllers also with re- 
spect to questionnaires from agencies other than the 
WPB. 

The Institute is prepared to render this service to 
its members. It should be helpful in determining 
whether a given questionnaire has been authorized 
by Congress or by officials having the power to issue 
it; this service should aid also reducing materially 
the number of questionnaires which controllers will 
feel they are compelled to answer. 
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Controllers Becoming Hard Boiled 


Caer are in an increasing number of 
cases refusing to answer questionnaires which 
they feel are unwarranted. One controller has 
adopted the policy of writing to the official or 
board which sends out a questionnaire and request- 
ing a certification that a reply is absolutely necessary, 
even though the compilation of the figures in the 
form requested will definitely slow up production. 
This controller reports that very few boards or ofh- 
cials have been willing to state that a reply to the 
specific questionnaire is necessary under such condi- 
tions. 

Another controller reports that he makes no effort 
to put the brakes on the answering of questionnaires. 
Instead, he hires an extra crew of clerks, statisticians 
and accountants and sets them to work answering 
the questionnaires, keeping a record of the costs and 
adding the cost to the specific jobs, charging it 
against the government contract. “The taxpayers 
foot the bill,” he points out. 


Congress an Offender 


NE of the chief offenders in the sending out of 

difficult questionnaires is Congress itself. Vari- 
ous committees desire information along specific 
lines. Their staffs draw up the questionnaires, some 
of which are fearful and wonderful to behold. There 
is no gainsaying the right of Congress to seek in- 
formation. These questionnaires must be answered 
to the best of the controller’s ability, at no matter 
what cost. But they do slow up the operations of 
companies producing war goods. 


That OPA Questionnaire 
ese full impact of the OPA’s request for finan- 


cial and other information, which recently was 
sent to thousands of companies, is now being felt. 
Manufacturers associations all over the country are 
quite worked up about them, and justifiably so, as 
was predicted recently in these columns. 

The question is being asked frequently, what part 
did The Controllers Institute of America have in this 
undertaking? There seems to be a feeling in some 
quarters that The Institute was responsible for con- 
cocting these forms and for sending them out. 

The fact is that the OPA, all on its own, decided 
to ask American business concerns for these financial 
reports, feeling that it was necessary to have this 
information in order properly to carry out its func- 
tion of controlling prices, after studying profits over 
a specified period. 
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The OPA submitted the proposed forms for re- 
questing this financial information, to The Institute, 
with a request that it review them, from a technical 
point of view and in the light of controllers’ experi- 
ence in such matters. 

The controllers pointed out to the OPA the un- 
reasonableness of many of the proposed questions 
in the original draft of the questionnaire; the high 
cost of preparing replies to the questions in the 
form in which they were asked; alluded to the fact 
that much of the information requested already was 
in the hands of various governmental agencies, such 
as the Securities and Exchange Commission, the Fed- 
eral Trade Commission, and the Internal Revenue 
Bureau; and suggested that the proposed forms be 
amended, reduced in scope, and simplified. 

The OPA adopted most of The Institute's sugges- 
tions, and reduced and simplified the forms consider- 
ably, with the assistance of Mr. William W. Werntz, 
chief accountant of the Securities and Exchange 
Commission, who was borrowed for that purpose. 

No, The Controllers Institute of America did not 
encourage, approve, or have a hand in reaching a 
decision to send out such a set of reporting forms to 
American business concerns. Responsibility for that 
decision rests squarely and solely on the OPA. 

The Controllers Institute did save American busi- 
ness concerns untold thousands of dollars by sug- 
gesting that the proposed forms be simplified and 
reduced in scope—a worthwhile service for which 
the OPA expressed its appreciation. Business execu- 
tives, too, would appreciate this aid if they could 
have seen what the forms required when they were 
first submitted to The Institute! 


Institute Can Reduce Costs 


HENEVER a Board or Commission, or a Com- 
WH aes of Congress, feels that it is absolutely 
necessary to send out a questionnaire, if it will sub- 
mit the proposed form of questionnaire to The Con- 
trollers Institute for review, a great saving in time 
and effort can be effected, for the controllers can 
point out promptly what changes can be made, to 
the end that hundreds of man hours of labor can be 
eliminated, without reducing the effectiveness of the 
questionnaire. That has been demonstrated on many 
occasions. Controllers are specialists in that field. 
If this idea could be fixed firmly in the minds of of- 
ficials responsible for seeking statistical and financial 
information, a great deal could be accomplished in 
expediting the war effort. 












Adolph Hitler has caused more suf- 
fering in the world than any man who 
has ever lived. Not the least of the 
calamities necessitated by his ruthless 
aggressions are priorities, 1942 edition. 

To understand the background of 
their development, one must review 
the events leading up to our declara- 
tion of war on Japan. 

Tonight we will endeavor to deal 
with the development of this war and 
its effect on the economic welfare of 
the American people, from Labor Day, 
1939, to date. 


THE ‘‘SITZKREIG”’ 


Labor Day, 1939, was one of ex- 
ceeding emotions to everyone in the 
United States who has any remem- 
brance of what happened during the 
World War. Radios were blasting 
their message of Germany’s act of war 
to an audience perhaps as large as ever 
listened to the radio in this country. It 
was the expectation of most people 
that Germany would immediately 
pounce upon the unprepared peoples 
around her borders. This, however, 
did not happen. So the first emotion 
of the American people wore off and 
during the winter, they began to won- 
der whether or not Germany really 
meant business and would eventually 
carry out the boasting of the Fuehrer. 
In other words, America became apa- 
thetic toward the war. The “‘sitzkrieg” 
replaced the “blitzkrieg.” 

Then another great emotional wave 
enveloped the American people when 
Germany began to beat down the 
countries on her borders—the battles 
of Holland, Denmark, the fall of 
France, and the blasting of England 
from the skies. At this juncture, I 
believe all thinking men in the United 
States realized that it was only a mat- 
ter of time before America would find 
it necessary to do something about the 
situation. Active participation prob- 


Practical Applications of Priorities 
In Manufacturing 


By Andrew H. Phelps 


ably was not in the forefront of most 
of our American thinking. 

These events led to the realization 
that America was inadequately pre- 
pared. Then came the feverish ac- 
tivity for appropriations and the build- 
ing of war and mercantile shipping. 
It was during this period that OPM 
was created. Then came the Lend- 
Lease program with appropriations of 
billions upon billions of dollars, which 
necessitated the stepping up of the 
tempo of all heavy industries. With 
this increased activity, priority regula- 
tions were first felt by American busi- 
ness. 


PRODUCTION AND MATERIALS 
BELIEVED ADEQUATE 


The priority system was developed 
on a “trial and error’ basis. Most ele- 
ments with which it commenced were 
later eliminated. This was true be- 
cause the original idea behind priori- 
ties was the belief that there was more 
than adequate material and _produc- 
tive capacity to care for all military 
needs as well as some civilian needs, 


and, therefore, the primary problem 
was merely one of scheduling. 

I well remember two days about this 
time. The first day was spent at the 
Aluminum Company of America’s of- 
fices in an endeavor to find out all we 
could about the use of aluminum and 
the restrictions on its use. The second 
day was spent with the Metals Branch 
of OPM, where I was informed by the 
head of the Aluminum Section that 
every order issued using aluminum 
would have to be approved by them. I 
remember making a remark which 
might have seemed a little cryptic at 
the time to the man who told me this, 
to the effect that if this were done, it 
would take a building larger than the 
Social Security Building in Washing- 
ton, and several thousand people to 
handle aluminum alone in the United 
States. I am glad to say that this idea 
prevailed for a very short while, and 
the ball was passed back to the Alumi- 
num Company, which, for several 
months, did an excellent job in al- 
locating their materials on the right 
priorities. The increasing scarcity of 
this material, however, forced great 








America. 


orities system. 





| FROM “SITZKREIG” TO “BLITZKREIG” | 


A well-rounded picture of how America has sprung from | 
apathy towards the war situation to the greatest industrial ef- | 
fort in all history is presented in this address, delivered on April 
27 by Mr. Andrew H. Phelps, General Manager of Purchases and 
Traffic, Westinghouse Electric & Manufacturing Company, be- | 
fore the Pittsburgh Control of The Controllers Institute of | 


Mr. Phelps’ remarks on the practical application of priorities 
to the realities of manufacturing have a special interest for all | 
business men in view of the recent accusations of certain Wash- 
ington officials that a number of companies have been “‘violat- 
ing priority regulations” in the production and sale of materials. | 
It is made clear by Mr. Phelps that such ‘‘violations’’ were ac- | 
tually part of consistent efforts by these industries to keep pro- | 

| duction at a higher level than would have been possible through | 
| a narrow and thoroughly impractical interpretation of the pri- 


—THE EDITOR 




















curtailment on its use, to the end that 
WPB is now very nearly passing on 
every order. 


OPM LACKED DECISIVENESS, 
AUTHORITY 


The next step in our war psychology 
was Japan’s attack on Pearl Harbor, 
December 7, 1941. This brought war 
home to every American family. For 
we all knew even before we declared 
war on Japan that it was a necessary 
step to preserve the honor of the 
United States. During the months 
just preceding the Pearl Harbor attack, 
and a few weeks following, all of us 
knew that the machine was not geared 
to the job at OPM. This was in spite 
of the capable men in charge of the 
key positions of OPM. It was an or- 
ganizational fault caused by the lack 
of proper delegation of power and by 
a failure to conceive all that was neces- 
sary. With the changeover from OPM 
to WPB, most of the beneficial ideas 
worked out by OPM were continued 
by WPB. The authority given to the 
heads of WPB was such as to assure a 
successful job being done by this or- 
ganization. We may say all we like 
about the machinery to accomplish a 
job in the war effort, but we cannot 
pass without emphasizing that from 
the very beginning of the war effort, 
the business men who have had a part 
in it have been of the highest calibre 
and have endeavored to do a job along 
the lines of the best American tradi- 
tion. 

The Pearl Harbor treachery changed 
the attitude of the Government and the 
American people from one of De- 
fense to one of War. This psychology 
was necessary in the preparation of 
sacrifices to win the war. 

The rapid expansion of military re- 
quirements and the developments in 
the theatres of war, particularly the 
Far East, combined rapidly to produce 
shortages in many materials. This 
necessitated a veritable deluge of limi- 
tations and restraints imposed by the 
War Production Board, and which 
have affected industrial America as 
well as every individual American citi- 
zen in his personal life. 

Little did any of us know a year ago 
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that it would be impossible for us to 
buy on a competitive basis rubber tires 
for our own cherished automobile. 
That very thing has happened. The 
manufacturers of rubber tires, which 
were highly competitive, now are 
working under strict direction of the 
United States Government, and it is a 
serious criminal offense to sell a tire 
or a recap to anyone not in possession 
of all the legal rights to this equip- 
ment. Through war, fast changes are 
wrought, and this rubber situation is 
one of the best illustrations of sudden 
change that our present generation has 
ever known. 


CONVERSION OF INDUSTRY TO WAR 


A number of our basic industries 
have been forced entirely to change 
their way of life. For example, the 
automotive industry is no longer pro- 
ducing pleasure cars. The building in- 
dustry is no longer constructing homes. 
The refrigeration and electrical appli- 
ance manufacturers are no longer pro- 
ducing consumer durable goods. The 
American people have not yet begun 
to realize fully the effect of these re- 
strictions on their everyday life. The 
average person, of course, is well aware 
that he cannot buy an automobile or 
tires, but he does not yet realize that 
within a few months, the large depart- 
ment stores will be bare of some of the 
products which he is accustomed to ob- 
tain freely. For example, radios, toast- 
ers, many kinds of canned goods, 
various kinds of clothing, household 
appurtenances such as rugs, certain steel 
furniture, and the like. The revolu- 
tion in our methods of living will be 
much greater than any of us have ever 
dreamed possible, and this will be in 
full effect before the end of 1942. 

Before all of these curtailments can 
affect each of us as private citizens, 
they must already have affected some 
industrial enterprises which were en- 
gaged in the production of goods now 
banned. The facilities of such com- 
panies are being converted wherever 
possible to the production of war 
goods, in order to maintain the corpo- 
ration in good financial health, against 
the day when they can return to their 
peacetime manufacturing. 
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AUTOMOBILE INDUSTRY 


The automobile industry was singled 
out when the government was fully sat- 
isfied that there were not enough man- 
ufacturing facilities to take care of war 
production needs. Regardless of many 
opinions to the contrary, it has seemed 
to me from the beginning that the con- 
version of the automobile industry is 
in line with the best American business 
practices. This industry has technical 
ability and the ‘know how’ to do a 
production line job, which is essential 
in the manufacturing of tanks, guns 
and many other war materials. The 
automobile industry, in the long run, 
will lose little; on the other hand, will 
gain definitely, for a cessation in the 
manufacturing of automobiles lasting a 
year, two or three, means a greater 
market when peace shall come. This 
greater demand will make employ- 
ment and create the upward spiral on 
which our prosperity for the immedi- 
ate future will be based. 


SMALL BUSINESS BECOMES SMALLER 


However, in many instances, this 
change may be slow or may not occur 
at all, thereby forcing thousands of 
companies, both small and _ large, 
through a period of severe readjust- 
ment, and even, perhaps, out of busi- 
ness. Even with such a future facing 
so many American business men, they 
are, nonetheless, showing a courage 
and a trust in the future of the country 
and themselves which is the finest il- 
lustration of the hardihood and charac- 
ter which we are fighting to preserve 
for America. 

The degree of readjustment will be 
lessened by a rapid changeover from 
peacetime activity to wartime produc- 
tion. This is made possible through 
the use of technical brains, the “know 
how” on which American business has 
won its leadership. Another aid is the 
desire on the part of these companies, 
such as Westinghouse, holding large 
war contracts, to sub-contract as much 
as is possible of these contracts to other 
companies which are suffering in or- 
der to speed up the war production 
and help our business friends through 
a serious emergency. It may be of in- 
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terest to know that Westinghouse has 
already subcontracted $41,000,000; 
$21,000,000 of which was completed 
during the month of March. 

There are a great many companies, 
however, which have already engaged 
in the manufacture of so-called ‘‘pri- 
ority rated goods.” Many of these may 
not realize that they, too, may be 
forced to undergo a drastic change in 
their commercial outlook. Business 
may decrease in many low-rated lines, 
because of material shortages. 


INCENTIVE Is LOVE OF COUNTRY, 
Not PRoFItTs 


What does this mean in the terms of 
our thinking? 

First, it means that every individual 
must do with much less than ever be- 
fore. It means that manufacturers must 
work for the love of their country and 
not think about profits. If we follow 
newspaper headlines closely, we are 
convinced that many of our legislators 
believe that it should be a crime to 
make a profit. If by good fortune 
plus capable management you are for- 
tunate enough to make a profit, the 
amount you can keep for your stock- 
holders and surplus against a rainy day 
is extremely small. 

It also means that many of the fat 
backlogs of priority rated business 
upon which rosy forecasts of future 
operations are based will dwindle very 
materially. The realization now held 
in Washington is spreading through- 
out the country, that there is not 
enough material, by far, to fill all pri- 
ority rated orders. A priority in itself 
is no longer a guarantee for securing 
materials for production. In other 
words, the bank of raw materials on 
which our industrial activity is based 
has been overdrawn and some of the 
orders or checks cannot be honored. 

Unfortunately, under the present 
priorities system, the company holding 
such unfillable orders cannot cancel 
them, en masse, without risking the 
necessity of a proof that material is 
not available for each individual order 
cancelled. Such individual proof ob- 
viously will be burdensome. There- 
fore, companies in this position, un- 
less they revise their methods of 
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reporting, may be perpetually forced to 
report inflated backlogs. 


LACK OF ONE MATERIAL 
Ho.tps Up THE ORDER 


Other problems facing industry are 
(1) the possibility of contracting for 
all materials needed to fill orders. The 
majority of materials may be obtained 
but the order can never be completed 
because of the lack of some critical 
item. This may involve cancellation 
charges, and so on. Another problem 
is building up inventories of those ma- 
terials which are available on the ex- 
pectation that the critical items will be 
forthcoming. (This may involve heavy 
inventory losses). Another is putting 
into process large quantities of appa- 
ratus which, because of a change in 
availability of materials, cannot be 
completed. This involves considerable 
tying-up of capital, plus cancellations 
which may mean heavy loss. 

May I illustrate the three conditions 
of which we have just spoken: A com- 
pany may order all the materials 
needed for a large generator. When 
the contract for the generator is ac- 
cepted and the orders for materials 
placed, all the materials may be obtain- 
able on the priority rating assigned to 
the job. What, you may ask, could 
happen to upset a company in such a 
position? In the first place, certain 
parts, such as forgings, may not now 
be obtainable on the original rating, 
yet the producer of the forging may 
have started materials into process in 
his plant so that the order could not 
be cancelled without suffering a sub- 
stantial cancellation loss. In the mean- 
time, a great quantity of procurable 
materials may have been obtained and 
may be on hand awaiting the arrival 
of the forgings. If the job cannot be 
completed, a substantial loss may be 
taken. Moreover, work may have been 
started on castings or other parts. If 
the generator cannot be delivered to 
the customer, then a cancellation ad- 
justment must be made. More and 
more the War Production Board ap- 
preciates the difficulties faced by manu- 
facturers of large equipment and are 
offsetting this by giving a plant rating 
high enough and sufficiently far ahead 


to insure completion of apparatus. 
However, in reviewing the various ap- 
paratus already on order, they must, of 
necessity, be completely ruthless in 
eliminating apparatus which they do 
not deem sufficiently important to war- 
rant the use of critical materials. 

The War Production Board has spe- 
cifically stated that certain materials 
cannot be used for some specific ap- 
plications, such as the use of copper 
for ornamental work. Secondly, they 
have prohibited the manufacture of 
certain types of equipment, as in the 
case of automobiles. These restric- 
tions, however, are in the minority, 
and they have left to industry itself 
the decision as to which war order to 
make with the materials available un- 
der the priority system. This self- 
policing of manufacturing is causing 
technical charges against certain com- 
panies which have been operating te 
the best of their knowledge and ability 
to support the war effort and to do a 
100 per cent. job. 

We believe industry is endeavoring 
to do a real job in the war effort. But 
every company which performs rapidly 
and efficiently is liable to be faced with 
legal violations, resulting merely from 
decisions which were made and ex- 
ecuted in good faith, but which were 
later interpreted to be incorrect. 


WEIGHING INVESTMENTS TODAY 


This group here tonight is interested 
in records, both from a viewpoint of 
prophetic decision and historic fact. 
Your main interest is in the financial 
welfare of industrial companies. This 
interest is vital to a healthy industrial 
economy so necessary to successfully 
persecute the war. 

May we point out that the invest- 
ment possibilities of a company today 
should be weighed not only in the 
light of all previous banking criteria, 
but also in the light of the effects 
which the War Production Board regu- 
lations have had or may have on the 
company’s activities. For example, al- 
most everyone has recognized the rail- 
roads as a basic necessity during the 
war period. It was felt, therefore, by 
very many people engaged in serving 
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Readjusting Accounting and Office 


Procedures 


While apparently no authoritative 
statistics are at hand showing the 
number of office employees to be lost 
to military organizations during 
1942, certain informal tests show an 
estimated range of from 10 per cent. 
to 50 per cent. of the male employees. 
Just for the sake of argument let us 
assume that 25 per cent. of your em- 
ployees are lost to you during 1942, 
with perhaps another 10 per cent. or 
15 per cent. in 1943. Just how do you 
propose replacing them and still 
maintain an efficient accounting or- 
ganization? My few cursory remarks 
will attempt only to outline the sub- 
ject and to raise a few questions for 
discussion. 


IMPORTANCE OF ACCOUNTING 
IN THE WAR EFFORT 


To the layman and to some execu- 
tives an accounting organization is 
just a necessary evil. Many of these 
people consider accounting as a sim- 
ple, glorified bookkeeping function— 
debits and credits with a few added 
frills. Fortunately, this concept of 
the part played by accounting groups 
went out with the “earlier” horse- 
and-buggy era. But why should J at- 
tempt to sell this group on the im- 
portance of accounting? You know 
what it has done and what it can do 
during peace times to assist manage- 
ment in conducting its affairs intelli- 
gently. So, let us examine some of 
the things it does during war times. 

First, it supplies necessary infor- 
mation to government agencies and 
congressional committees. Never in 
the history of a country has so much 
information been demanded of indus- 
try. One company with which I am 
familiar prepared 73 reports to the 
government in 1940. In 1941 the 
number of such reports had been in- 
creased to 175 with the outlook bright 
in 1942 for another 50 per cent. to 
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100 per cent. increase. A govern- 
ment bureau thinks no more of ask- 
ing for information requiring from 
100 to 500 man-hours to prepare than 
you or I might think of asking our 
secretary to get a letter from the file. 
Secondly, business and industry are 
being called on more and more to as- 
sist in collecting revenues for the sup- 
port of the government. While de- 
ductions from employees’ pay rolls 
are not new (we have had social se- 
curity deductions for some time), 
with more of these deductions now 
upon us, such as defense bond pur- 
chases and soon the withholding in- 
come tax, accounting is having to 
bear the brunt of making provision 
for the collection, recording, report- 
ing, and paying for such deductions. 
Thirdly, the change in industrial 
philosophy from making the maxi- 
mum amount of profits possible to 
making as much goods as possible has 
caused accountants to re-examine 
their whole methodology of record 
keeping and reporting. Construction 
and operation of part or all of plant 
properties for the government and 
the shift over from producing for the 
public to producing for the govern- 
ment will require solution of many 
new problems dealing with cost phe- 
nomena, large scale production, se- 
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curity financing, and compliance with 
governmental regulations. 


PRICE CEILINGS 


With the advent of price ceilings 
the emphasis has changed from price 
and volume to cost and volume. Costs 
will have to be analyzed more closely 
than ever before as a basis for con- 
tracts and administrative control. 
This does not mean just production 
costs but distribution costs, adminis- 
trative costs, and general expense 
costs as well. Asa side remark at this 
point, I should like to say that if ac- 
counting people are not taking part 
in writing contracts with the govern- 
ment concerning construction and op- 
eration of plants for the government, 
then these companies will be letting 
themselves in for a lot of grief. 

There are other major problems to 
be considered such as accelerated de- 
preciation, inventory methods, amor- 
tization, special reserves brought 
about by war conditions, and the like. 
Many of these problems should, no 
doubt, be discussed at later meetings 
of the Control. We shall limit our 
discussion tonight, however, to per- 
sonnel problems in accounting organi- 
zations during war times. 

From the discussion so far it is ob- 
vious that two things confront indus- 
try: a loss of man power and an in- 








TRAINING AND REPLACEMENT OF ACCOUNTING 
PERSONNEL IN WARTIME 


A thorough survey of the controller’s office problems and re- | 
sponsibilities today is made in this address, delivered by Dr. C. 
Aubrey Smith before the Houston ‘Control of The Controllers 
| Institute of America on March 24. 

Dr. Smith discusses the use of women in the accounting de- 
| partment, the value of company training programs, and the | 

“streamlining” of office functions and procedures, and offers | 

some practical suggestions for controllers whose offices are feel- 

ing the shortage of manpower. 


—THE EDITOR 
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crease of accounting and office work 
calling for a high grade of intelli- 
gence and training to carry it out. 
What can the controllers do to miti- 
gate, if not to rectify, the present sit- 
uation? One thing which definitely 
should not be done is to start bidding 
for the other man’s employees. Be- 
sides not being good ethics, it is not 
good business. Such a practice will 
surely boomerang with each individ- 
ual company finding it may lose as 
many of its valuable employees as it 
requires from other companies, re- 
sulting in nothing more than a higher 
wage scale. 

Now as to what the colleges can 
do for us. As you well know, many 
business concerns are spoiled, yes, 
rotten spoiled as far as securing per- 
sonnel is concerned. Ever since 1932 
young men well trained in business 
have glutted the market. In the last 
few years I have seen bright, enthusi- 
astic, keenly alive, and ambitious men 
of 21, 22 and 23 years of age with 
B.B.A. degrees begging for an oppor- 
tunity to work for $50 to $100 dol- 
lars a month. I have seen youngsters 
with master’s degrees working as ball 
boys, on labor gangs, or driving de- 
livery trucks. This type of thing may 
be good discipline for the young man 
just starting out in business life, but 
it is just as surely uneconomic. Well, 
this sort of thing is changed now. It 
is doubtful whether more than 5 per 
cent. of the 1942 college men with 
B.B.A. degrees will find their way 
into industry. The other 95 per cent. 
will be drafted into military service 
or will secure government jobs which 
provide deferment from such service. 
Knowing this, we may expect prac- 
tically no further interest in pursuing 
accounting and management courses 
by young men as long as war con- 
tinues. On the other hand, young 
men taking engineering, pre-med, 
and medical courses will be granted 
deferments to complete college work. 
Does this mean that training in ac- 
counting will have to be shifted over 
to the engineering school? 

It seems to me that there is as much 
justification for having a certain num- 
ber of young men trained in cost ac- 
counting, budgeting, tax accounting, 
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systems work, internal auditing, fac- 
tory management, and other technical 
or semi-technical work essential to a 
war production program as there is 
for engineers, draftsmen, and the 
like. Deferments to complete college 
work in accounting should be placed 
on the same relative basis. 


THE PLACE OF WOMEN IN 
ACCOUNTING ORGANIZATIONS 


The gutting of our universities and 
colleges of prospective young men 
accountants could be more serious 
than it is were it not for one thing— 
a rather large supply of young women 
who may be trained to do accounting 
work. For 20 years I have observed 
young women struggling for an op- 
portunity to show the business world 
that they can do a high grade of ac- 
counting work. By and large, this 
struggle has ended in their becom- 
ing stenographers, comptometer op- 
erators, and subsidiary ledger posting 
clerks. In those few cases where they 
have been given an opportunity, they 
have shown great capacity as gen- 
eral ledger bookkeepers, in statement 
preparation and analysis, as statistical 
and accounting machine operators, as 
internal auditors, and so forth. By and 
large, they are not emotionally consti- 
tuted to make as good supervisors as 
men. This is not true, however, in all 
cases. A local controller told me re- 
cently that one of our former stu- 
dents, a particularly intelligent young 
woman, was the best ‘man’ he had in 
his organization. 

On this basis it would appear that 
our problem of lost office man power 
is solved. Go to your universities and 
take the output of women with B.B.A. 
degrees. Unfortunately, they are not 
to be had in sufficient numbers. Too 
few have seen the advantage of pur- 
suing the more difficult accounting 
curriculum, and those who did have 
been snapped up far in advance of 
their graduation. No doubt, young 
women at the junior level will now 
see the advantage of training for ac- 
counting positions and probably next 
year there will be a large enough sup- 
ply to take care of the situation at 
that time. 


How GOvVERNMENT-SPONSORED 
DEFENSE COURSES CAN HELP 


At first blush, this type of training 
would appear to answer our call for 
office recruits. There are large num- 
bers of men being turned loose from 
industries or businesses closed down 
by government decree. The obvious 
thing would be to accept these older 
men for clerical jobs and to have them 
enroll in accounting courses spon- 
sored by local or near-by institutions 
with Federal money. No doubt, 
much good can come from this type 
of training provided: 


1. The territory has been carefully sur- 
veyed so as to provide the right type of 
courses needed. 

. Instructors are available who are ca- 
pable of getting the subject matter over 
to the type of student pursuing these 
courses. 

. Equipment for teaching and library fa- 
cilities for student study are available. 

4, Sufficient time is allowed for study and 
preparation. 

5. A student is required actually to take 
part in the course and not simply to sit 
back and enjoy the course as an inter- 
ested spectator. 
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I dislike being critical, but I feel 
that too little is being accomplished 
with this type of accounting training 
to prepare the student to take over 
jobs now being vacated. Too many 
of the courses offered are too general 
for immediate use. Too many in- 
structors have no background for 
teaching, and there is too little time 
for adequate class room preparation. 
The courses generally are run too rap- 
idly for proper assimilation of mate- 
rial on the part of the student. Those 
of us in teaching work have long 
since known that one hour of class 
work requires two hours of prepara- 
tion on the part of the student if he is 
to gain much from his course. Many 
of these defense subjects running 
nine hours a week would require 
eighteen pours of preparation. It is 
possible that the student, already 
working 40 hours a week, will devote 
27 hours a week of his spare time to 
his course, but I doubt it. 

As far as general accounting theory 
and practice is concerned, I feel more 
good will come from pursuing the 
regular organized evening courses in 





( 
( 
t 
( 
f 
( 
c 
r 
n 
c 
n 
0 














those localities having college facil- 
ities. If such facilities are not avail- 
able, the organized correspondence 
course would seem to offer the next 
best opportunity. The special defense 
courses then should be concentrated 
on work of a more practical nature 
for which an immediate need exists 
locally. 


COMPANY TRAINING PROGRAMS 


Company training in accounting 
and office methods has been carried 
on with excellent results for several 
years by many of the larger corpo- 
rations. This work has taken the 
form of formal class instruction as 
well as the more informal in-service- 
training, or training on the job. With 
respect to the formal class training, I 
have little to say here other than that 
such courses should be re-examined in 
the light of current developments. 
Subjects and courses not directly con- 
tributing to an immediate improve- 
ment of the individual to do his job 
better or to take a higher ranking job 
should be sidetracked for more posi- 
tive courses. For example, let us as- 
sume a three-year training program 
consisting of first year principles of 
accounting, second year or advanced 
principles, and the third year of com- 
pany accounting, making use of con- 
ventional text material. Instead of 
the advanced general principles, a 
text should be written by company 
employees covering the application 
of principles as they apply to the par- 
ticular industry. That is, give the 
course based on company manual 
first. This should be followed by a 
complete study of company proce- 
dures and routines such as pay rolls, 
materials, voucher preparation, inter- 
nal transactions, budgeting, company 
costing methods, and the like. Inter- 
nal check and control should stand 
out prominently in such a course. 

In connection with these courses, 
visual instruction should be made use 
of as much as possible. Flow charts 
thrown on the screen while proce- 
dures are being discussed will increase 
the effectiveness of the course up to 
100 per cent. 

Training on the job is, after all, the 
most effective type of accounting 
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training if the employee is already 
fairly well versed in general account- 
ing principles. This training may be 
conducted in several ways: by lecture 
and demonstration, by working 
alongside experienced clerks, by 
shifting clerks from one job to an- 
other, and by study of outlines of 
work and desk analyses. As a mat- 
ter of fact, departmental function 
charts and job schedules are essential 
not only training of new employ- 
ees but of older employees as well. 
Such a job or desk analysis might well 
contain such information as: 
1. Description of kind or class of work 
performed, 
2. Source of work done and when due on 
desk, 
3. Approximate time required to complete 
each job, 
4, Time of month each job should begin 
and when it must be completed, 
5. To what person, section, or depart- 
ment work goes when completed, and 
6. Volume of each class of work handled. 


STREAMLINING ACCOUNTING 
AND OFFICE FUNCTIONS AND 
PROCEDURES 


Perhaps the most fruitful source 
for saving man-hours of office work 
is by means of a complete analysis, 
or re-analysis, of work being done by 
the accounting department or depart- 
ments. While the extent to which 
streamlining may be necessary will 
depend on a number of factors such 
as the size of the concern, time since 
the last system survey was made, vol- 
ume of work handled, extent to which 
machine methods are used, and so on, 
it is almost certain that some re- 
trenchment or re-alignment of office 
work is possible. 

“Very well,” you may say, “But 
how do we go about this business of 
streamlining?” There are at least 
two methods of approach, one- of 
which may be called the formal or 
scientific method and the other may 
be referred to as the informal or semi- 
scientific method. The first or for- 
mal approach calls for the hiring of 
outside experts to do the job. They 
will bring stop watches and set up job 
and work standards. They will de- 
termine the number of invoices to be 
prepared daily, weekly, or monthly, 
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how many items should be posted, 
time it takes to draw up a trial bal- 
ance, time it requires to make pay roll 
abstracts, and so forth. While I am 
not in favor of this approach to the 
problem, it will the job quickly and 
efficiently though perhaps a bit cold- 
bloodedly. 

The informal method depends for 
its success upon each person in the 
accounting organization taking part 
in the program of curtailment. It 
means getting employees together 
and explaining why it is necessary to 
cut out unessential work. Beyond 
this it requires that one employee of 
the controller’s staff be designated as 
a systems supervisor. If no such per- 
son is available in the organization, 
then an outsider may be secured on a 
consulting basis. In any event, it 
should be made clear that the com- 
pany, itself, is doing its own renovat- 
ing and is not depending on some 
outside expert. From there on the 
procedure may be somewhat as fol- 
lows: 

1. Offer cash rewards to employees for 
suggestions resulting in office improve- 
ments, 

2. Critically analyze statements and re- 
ports to determine which are absolutely 
necessary and which are unessential, 

3. Prepare departmental and section func- 
tion charts, 

4, Prepare flow charts showing routing 
and handling of paper work and record 
keeping as related to company transac- 
tions, 

5. Have each employee prepare an out- 
line of his duties; that is, a desk analy- 
sis, and 

6. Review, analyze, and appraise informa- 
tion as shown on these charts and job 
sheets. It is through such an analysis 
that duplicating and overlapping func- 
tions and bottlenecks may be elimi- 
nated as between individuals, sections, 
and departments. 


The amount of potential saving in 
man power in your department will 
amaze you. I shall mention only a 
few examples. 


1. A recent report survey indicated that a 
statement made out in N.R.A. days and 
required then was being continued 
even in the latter part of 1941. When 
eventually cut out, it was found to save 
40 hours of work of compilation and 
typing monthly. 

2. By preparing quarterly rather than 
monthly profit and loss statements and 
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Latin America Faces A 


World At War 


By George Howland Cox, T.M.M. 





Adolf Hitler, leader of the German 
Nazi Party and War lord over Eu- 
rope, was roundly denounced a few 
months ago for a map which appeared 
on the desk of President Franklin D. 
Roosevelt. The map revealed that 
Germany proposed to divide Latin 
America, Texas, Arizona, New Mex- 
ico, and California among the Axis 
nations following World War No. 2. 

.Herr Hitler may not have been 
aware that such a map existed, or he 
may have figured that it would not 
become known to the public until he 
gave the word, or he may have 
thought that he did not care one way 
or the other whether it was kept a 
secret. But whatever may have been 
Hitler's position, Nazi leaders in Ber- 
lin, after word arrived that President 
Roosevelt had discussed with White 
House newspaper correspondents the 
proposed redivision in the Western 
Hemisphere, charged that malicious 
efforts were being made to undermine 
Germany's relationship with Latin 
America. 


GERMANY IN SOUTH AMERICA 


Years ago, years before Hitler was 
born and before Kaiser Wilhelm de- 
cided to conquer the world, immigra- 
tion, from a less socialistic Germany, 
had begun making its way across the 
Atlantic toward South America. That 
area attracted attention because of its 
agricultural and mineral wealth and 
vast unexplored regions. Germany 
had figured on colonizing many mil- 
lion Germans in Brazil, thus making 
that nation a virtual German colony. 
The fact that the plan did not ma- 
terialize does not matter except that 
it appears to have roused Hitler’s am- 
bitions some years later. For he and 
his generals openly declared that all 
of South America was to become a 
German colony. 


That Hitler knew of the earlier 
plans to flood Brazil with German 
immigrants was likely since that na- 
tion is rich in raw materials and 
only some 1,800 miles from Africa. 
Further, he probably knew that 
thousands of Germans had migrated 
to or had been born in at least three 
South American republics—Argen- 
tina, Brazil, and Chile, and that the 
reports on the agricultural and min- 
ing wealth in South America stirred 
the interest of the most phlegmatic 
Germans. Consequently it is reason- 
able to assume that the German 
Fuehrer was acquainted with the ter- 
ritorial plans revealed in the map 
that reached President Roosevelt’s 
desk at the White House. 


CHOOSING A SIDE 


Today this map probably belongs 
to history. That many persons recall 
its existence, or will have occasion to 
discuss it again, seems unlikely. How- 
ever, one man at least has reason to 
recall the stupidity of his agents who 
permitted information which Ger- 
many wished to keep secret to reach 
Washington, and as a consequence to 
be relayed to the Governments of La- 


tin America. For that information 
forced upon Latin America the reali- 
zation that it had two problems to 
face: one, its relations with the many 
Germans making their homes in the 
southern part of the Western Hemi- 
sphere during a period of years; and 
two, the role that the Nazi Germans 
in South America, especially, would 
play during the war that Hitler and 
Mussolini were waging against Eng- 
land, Russia, and China. 

It was a serious situation, yet in a 
degree it was made easier when Ger- 
many, Italy, and Japan declared war 
on the United States. This declara- 
tion provided the first clue to what 
Latin America should do, for the 
southern countries had, some years 
previous, pledged themselves to go 
to an American nation’s aid if a for- 
eign power or powers attacked the 
New World. Eighteen republics 
quickly broke off relations with 
the Axis, partially answering Latin 
America’s question as to relations 
with the Germans in South America. 
The break with the Axis meant that 
those Germans would have to deter- 
mine which side they were to take. 
But this is getting ahead of the story. 








| GERMANY AND JAPAN VS. THE UNITED STATES IN THE 
AMERICAS TO THE SOUTH 


To understand the Latin America which is at war with the Axis, 
to understand the prospects for post-war Pan Americanism, every 
controller should read this address, delivered on May 18 before 
the Mid-Western Conference of Controllers of The Controllers 
Institute of America in Cincinnati, by Mr. George Howland Cox. 

Mr. Cox is Director of The Inter-American Center of The 
George Washington University, Washington, D. C. His broad- 
casts in Spanish to Latin America command a very large audience 
both above and below the Rio Grande. He addressed the District 
of Columbia Control in March, and proved to be one of the most 
popular speakers to appear before that body this year. 


—THE EDITOR 
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I—CIVILIZATION OF LATIN 
AMERICA 

What is this Latin America south 
of the Rio Grande reaching thousands 
of miles toward the South Pole 
—down through Mexico, Central 
America, the Caribbean republics, 
Panama, and South America? Eight 
million, five hundred thousand square 
miles; twenty nations; one hundred 
and thirty million people, White, In- 
dians, Negroes. 

To begin, let us keep in mind that 
the civilizations of the Hispano- 
American and the Anglo-American 
are often quite different. Ours is 
more material. Theirs is more men- 
tal. That does not mean that we lack 
culture. Nor does it mean that the 
Latin American is not a man of af- 
fairs. The peoples of the two conti- 
nents and the island-republics have 
customs and traits that might be inter- 
changed to the advantage of the 
North American and the Latin Ameri- 
can. 

We who have known Latin Ameri- 
cans have found them courteous and 
warm-hearted, for the most part. We 
have found that they are genuinely 
friendly unless stung by adverse criti- 
cism. The American business man 
finds them inclined to be ceremoni- 
ous, and he sometimes accuses them 
of procrastination, for he does not un- 
derstand their customs. You see, 
among Latin Americans politeness is 
taken for granted. We are polite, 
but we often brush courtesy aside for 
a hurried approach to a problem, es- 
pecially if the problem has to do with 
business. 

And then, in our relations with 
Latin America there is another thing 
we do not fully. understand. His- 
pano? Americanism, or Latin-Ameri- 
canism, or whatever you prefer to 
call it, does not mean homogeneity. 
The people differ in various areas. 
Some countries are largely Indian and 
show a marked African influence, as 
well. Also, some republics are largely 
mountainous, while others are flat 
lowlands. Physical barriers and lack 
of transportation facilities have made 
it difficult for the peoples of the 
twenty countries to know one an- 
other. 
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Yet, as Philip Leonard Green, vet- 
eran writer of Latin American affairs, 
points out, Latin America is unique 
among the nations of the world in its 
possibilities for united thought and 
action. At international gatherings 
the spontaneity with which the Latin 
American representatives gravitate 
toward each other is remarkable. The 
reason is simple; they are more or 
less of the same heritage. Also, for 
centuries they have owed allegiance 
to the Catholic faith. And finally, 
the customs of Latin Americans are 
virtually similar in all republics: fam- 
ily life, diversions, social habits, and 
other customs are almost uniform. 

I think that I may say without be- 
ing contradicted that the importance 
to the United States of the area known 
as Latin America is recognized by 
most Americans. World War No. 1 
did much to bring Latin America to 
our attention and in recent years a 
number of trade and other treaties 
between ourselves and Latin America 
have had considerable to do with the 
present-day relationship tying most 
of the Americas together, at least un- 
til World War No. 2 has destroyed 
Hitlerism. 


Towarp A BETTER UNDERSTANDING 


But other things besides treaties 
have furthered this better understand- 
ing: improved means for transporta- 
tion, radio broadcasts, moving pic- 
ture programs, a more friendly atti- 
tude by the newspapers, exchange of 
students and teachers, and last but 
not least, travel. And this better 
understanding has not been promoted 
only by us. The fact that the Latin 
American is warmhearted and respon- 
sive has caused him to respond to our 
overtures and offer his own in return. 
Yet, Pan Americanism is far from an 
accomplished fact. I caution you 
against the individual who, gazing 
through rose-colored glasses, says that 
the peoples of the twenty-one Ameri- 
can republics are “brothers.” World 
War No. 2 may establish that rela- 
tionship but at present the two con- 
tinents are merely gazing at each other 
with newly found respect, for the 
southern reaction to the one-time 
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dreaded ‘Yankee Peril’ has not been 
entirely removed by nine years of 
“good neighborliness.” 

Latin America, or at least its fringe, 
was discovered by Christopher Co- 
lumbus in 1492. But Hernando Cor- 
tés, a Spanish conquistador landed, 
during 1519, in what today is Mexico, 
overcame the powerful Aztec Indian 
race, and opened the way for genera- 
tions of Spaniards and Portuguese to 
invade the Western Hemisphere. 
Those men came seeking gold and 
political office. With them came the 
priest to Christanize the aborigines 
in a faith that they understood no bet- 
ter than the priests understood theirs. 

As you read swiftly down through 
Latin American history you begin to 
understand why many of the customs 
of today, why many of the problems 
of today still remain. Almost from 
the beginning society was established 
with the wealthy upper class which 
ruled; the class just below which in 
time became a middle-class of wealth 
and increasing power; and beneath it 
the class which was and is the drudges, 
Indians and Negroes. 


ROLE OF IMMIGRATION 


Then there has been another in- 
fluence that has shaped the course of 
Latin American affairs: the arrival of 
foreign immigrants. France influ- 
enced Latin America because Latin 
Americans turned to France for in- 
tellectual contacts. Latin Americans 
who could afford to do so went to 
Paris for long or brief visits. After 
France, Italy caught the Latin Ameri- 
can fancy, for millions of Italians 
settled in Brazil and Argentina to 
grow up with the country. The Ital- 
ians were Latin, hence readily ab- 
sorbed. Following Italy, came mod- 
ern Spain and Portugal, although 
Portuguese influence was centered in 
Brazil. Curiously enough, Spain’s 
influence did not really begin until 
after the Spanish-American War. But 
when that war ended and the United 
States dominated Cuba and acquired 
Puerto Rico, Latin America decided 
that we had imperialistic ambitions 
and Spain regained, in a measure, the 
affection it once received from its 
former subjects. 
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France, Italy, and Spain were Latin 
countries: the first non-Latin nation 
to win Latin America’s good-will was 
Great Britain. The British fought 
alongside the Latin Americans in the 
colonial wars against Spain, and 
British capital helped to build rail- 
roads, street car lines, and other neces- 
sary impovements. Then, too, Brit- 
ish business representatives were 
scrupulously fair in their dealings. 
You will recall what a successful 
salesman was the former Prince of 
Wales. 

But what of our own connections 
with Latin America? Never mind 
the days before 1898 and the Spanish- 
American war except to say that dur- 
ing the lives of Hamilton, Clay, Jef- 
ferson, and Monroe there was a feel- 
ing of genuine friendship because in 
the common history and dangers of 
the American nations many incidents 
had drawn them together. Time, 
however, was to see those ties se- 
verely strained. 

You recall that we freed Cuba from 
Spain and then found it necessary to 
put the Cuban house in order before 
allowing the Cubans to elect a Pres- 
ident. And we found it necessary, a 
few years later, to intervene with 
troops to help the Cubans maintain 
order. Also we sent troops and finan- 
cial advisers into Haiti, Nicaragua, 
and the Dominican Republic. We 
acquired properties around the Carib- 
bean and we were none too tactful in 
our diplomatic and financial relations 
with any Latin American republic. 
We loaned Latin American govern- 
ments vast sums of money during the 
1920’s; loans which, in some cases 
we virtually forced on the govern- 
ments; loans which have not been 
paid off—to this day. In 1928 we 
were the most distrusted nation that 
Latin America had ever found to fear. 
But I do not believe that we were 
wholly at fault, for there are proofs 
that certain Latin American republics 
benefitted by what we did, even if 
the methods may have seemed severe. 

In 1928 Herbert Hoover attempted 
to restore the United States to Latin 
America’s good graces. He did not 
succeed for two reasons: one, the 
1929 depression that swept across the 
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world hurt Latin America, and the 
loans we had made to its govern- 
ments became the outstanding inter- 
American row-of-the-day; and two, 
President Hoover was defeated for 
reelection. In 1933 came the Roose- 
velt good-neighbor policy. It was a 
type of policy that Mr. Hoover might 
have conceived if he had been given 
sufficient time. He was not reelected 
President and the present administra- 
tion at Washington promptly told 
Latin America that the United States 
would not interfere in the internal af- 
fairs of any southern republic. 

Now one more point before we 
summarize four important issues; 
Axis influence in Latin America, 
Latin America’s assistance to the 
United States during World War No. 
2, postwar economic relations with 
Latin America, and the Rio de Ja- 
neiro Conference of last January 
(1942). 


LAND OF WONDERS 


Latin America is a region of many 
wonders. It has mountains rising 
23,000 feet along the Andean Range; 
one lake 12,000 feet above the Pacific 
Ocean, over which large steamers ply 
145 miles from one end to the other, 
and 69 miles from one side to the 
other. Latin America has deep jun- 
gles into which a white man never 
has entered. It has rivers extending 
inland a thousand miles and more. 
Some of its great haciendas (or plan- 
tations) cover more than 1,000,000 
acres. Its homes in the large cities 
like Buenos Aires, Rio de Janeiro, 
Mexico City, Havana, Sao Paulo are 
as beautiful as ours. 


LAND OF SHORTAGES 


It is a land of abundance and short- 
ages. No other equal land area can 
measure up to its production of use- 
ful agricultural products. One mil- 
lion square miles of Brazil could be 
cultivated to feed the world. As for 
Latin American shortages they are 
primarily iron, coal and water-power. 
Latin America’s governments are re- 
publican but not democratic. By that 
I mean they resemble our govern- 


ment in form but not in practice. 
Years of neglect to educate the 
masses is accountable in part for this 
situation. A wealthy upper-class, a 
small middle-class, and an underpriv- 
ileged lower-class have not made for 
progressive government, as we un- 
derstand it. However, for the most 
part, Latin Americans appear to be 
satisfied and if they are, surely it is 
incumbent upon us to interfere. That 
perhaps is what President Roosevelt 
had in mind when he proclaimed the 
good-neighbor policy. 

With the above background in 
mind what shall we say about Axis 
influence, especially German? 


II—THE GERMAN FOOTHOLD 


History shows that Germany's in- 
terest in Latin America really began 
during the nineteenth century when 
streams of German immigrants set- 
tled in Latin America and clung to 
the German language and culture. So 
sedulously were the lines preserved 
with the Fatherland that the German 
communities were called “colonies”. 
Many Germans retained their Ger- 
man citizenship even though they 
swore allegiance to the land of their 
adoption. But as the years passed the 
Germans tended to become assimi- 
lated in the mass of population. 

The most striking exception was in 
southern Brazil where the persistence 
of German customs and a sympathy 
with German ideals caused serious 
apprehension to the Brazilian Gov- 
ernment after the outbreak of World 
War No. 1. This apprehension was 
not felt in other countries where the 
Germans had settled, with the possi- 
ble exception of Chile. The reason 
was that the Germans were mainly in- 
terested in the promotion of trade be- 
tween Latin America and Germany. 
They establish German banks, acted 
as commercial agents, and supplied 
Latin America with long-time credit. 

Much has been written about Ber- 
lin’s efforts to control South America 
since Herr Hitler became the leader 
of the Nazi Party. Sensational stories 
have been told of Germany’s attempt 
to overthrow Getulio Vargas, Presi- 















dent of Brazil; of the plan to change 
the Bolivian Government; and of the 
plot for a coup d’état in Argentina. 
Such incidents are interesting, but 
they merely hint at the underhand 
methods used by Nazi Germans to 
cultivate Latin American good-will, 
and to control all Germans perma- 
nently or temporarily settled in the 
southern Western Hemisphere. 


GERMAN PROPAGANDA 


The Office of Facts and Figures in 
Washington recently declared that 
Herr Hitler went to great lengths to 
lay the ground work of treachery in 
every nation he wanted to possess. 
National Socialism, according to Hit- 
ler, would be worthless if limited to 
Germany alone, and if it would not 
seal the rule of the so-called “‘supe- 
rior’ race over the entire world. The 
Office of Facts and Figures explained 
that Hitler was spending $300,000,- 
000 a year to organize Germans 
abroad and to spread propaganda. 
Loyal German-Americans, here in the 
United States, are known to have 
been embarrassed and disgusted by 
Nazi activities. Loyal Latin Ameri- 
can Germans have reacted similarly. 

The short-sightedness of Nazi 
leaders trying through methods of 
intimidation and senseless propa- 
ganda to cultivate Latin American 
friendship and turn the people 
against the United States is difficult 
to believe; and it seems incredible 
when one reviews the patient en- 
deavors of non-Nazi Germans to win 
Latin American good-will. Berlin, in 
the pre-Hitler days, understood the 
value of cultural contacts. The Span- 
ish language was taught in German 
universities, and agricultural schools 
were established in Germany for in- 
struction in tropical and sub-tropical 
farming, especially in South America. 
Intensive study was given to the civil 
and commercial laws of Latin Amer- 
ica, and to its economic and financial 
problems. The history of Latin Amer- 
ica was a required study. 

Germany wanted to cultivate the 
Latin American republics economi- 
cally. It realized that one approach 
was education. German education 
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took prominent part in the promo- 
tion of primary, secondary, and uni- 
versity training, especially in South 
America. And German educational 
contacts went even farther; scholar- 
ships and facilities for advanced 
studies in Germany’s institutions of 
higher learning were granted Latin 
American students. The grants were 
clever propaganda, for when students 
returned to Latin America they ex- 
pressed their enthusiasm for German 
culture. 


THE GESTAPO APPROACH 


And so it was that year after year 
German educational and _ political 
contacts increased, and trade between 
Latin America and Germany edged 
upward. German agriculturists and 
business men were successful in nu- 
merous ventures. The United States 
was feared by many Latin Americans 
and Germany’s opportunity seemed 
limited only by Germany’s ability to 
proceed along the lines it had estab- 
lished. But these lines were not to be 
followed, for Herr Hitler came into 
the picture, and soon his Gestapo 
agents roamed Latin America. Their 
chief idea was to intimidate all Latin 
American-Germans. They would ap- 
proach a German and ask him to 
spread the doctrine of Nazism, or de- 
mand that he subscribe to the Ger- 
man War Chest. If the German was 
reluctant to do so he was told that 
some member of his family living in 
Germany would suffer. Usually he 
gave in. 

This type of pressure should have 
warned Latin America of the danger 
threatening the republics because an 
alien element in a foreign land rep- 
resents a danger if it combines three 
characteristics: If the element repre- 
sents a country which is in a position 
to exert pressure; if the element is 
geographically concentrated in a 
strong nation (Argentina and Brazil, 
as examples); and if the element is 
amenable to propaganda from the 
country of its origin. Nazi-Germans 
in Latin America constitute the dan- 
ger to which I refer. 

What of the Italians and Japanese ? 

There is a generally accepted un- 
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derstanding that the Italians, of 
whom there are some 6,000,000, cul- 
tivated Latin Americans culturally in- 
stead of by high pressure methods. 
Also, the Italians being Latin have 
been easily assimilated. Finally, Fas- 
cism is not too highly regarded by the 
Italians in Argentina and Brazil, the 
two republics where most of the Ital- 
ians have settled. 


THE JAPANESE COLONY 


As for the Japanese (some 260,- 
000) the accepted belief is that the 
lands they possess in Brazil and Peru 
are the personal property of the Jap- 
anese Emperor. It is worth while 
noting that the Brazilian state of Para 
recently cancelled concessions given 
some time ago to a Japanese company 
intending to develop a large tract in 
the Amazon River basin area. Bra- 
zilian newspapers had been urging 
Brazil to cancel all such concessions. 

In the state of Sao Paulo, Brazil, 
official calculations show that about 
40 per cent. of the Japanese colony are 
men, able to form an army of 100,- 
000. Organization of those Japanese 
along semi-military lines has been 
proved. The remaining 60 per cent. 
Japanese are women and children 
listed for auxiliary services. Brazilian 
police have maintained constant vigi- 
lance, and not long ago the Govern- 
ment decreed measures of control, 
such as the freezing of funds, prohi- 
bition on carrying arms, and travel- 
ling. The Japanese, to a certain ex- 
tent, have been able to circumvent 
government measures where first 
generation Japanese are concerned, 
because such individuals are consid- 
ered as Brazilian citizens. 


JAPAN-IN-CHILE 


Originally, the State of Sao Paulo 
welcomed Japanese immigration as a 
labor supply, and because Sao Paulo 
was an agricultural State. Later, when 
it was found that the Japanese chose 
to concentrate among themselves im- 
migration bars were raised. It should 
be noted that Japanese colonies in 
Latin America have been under the 
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This article was inspired by the 
book “Controllership: Its Functions 
and Technique,” by John H. Mac- 
Donald. It is not in any sense a book 
review, or a critique, but merely the 
retrospection of an old hand. 

The need for such a book is well 
exemplified by the fact that it is the 
only book on the subject in the Public 
Library of the City of New York. 

The Oxford English Dictionary 
throws some interesting light on the 
term “comptroller.” The word has 
its origin in a medieval position 
known as “‘counter-roller,” so called 
because it meant keeping a counter 
roll, or record of transactions over 
the counter which served as a check 
upon the cashier. The term became 
contracted to “countroller,” and later 
misspelled as ‘‘comptroller,”’ a distinc- 
tion from the word “controller” 
which was probably perpetuated in or- 
der to avoid the implications of the 
larger term. The simple definition of 
a controller is ‘‘one who controls 
through accounts.” 

This body of which we are mem- 
bers is called ‘controllers’ and many 
of its members have that title. In 
this discussion, the use of the word 
is in the more limited sense of ‘“‘comp- 
troller” as a term which applies to 
an accounting officer who certainly 
does not generally control a business, 
and whose duties and responsibilities 
are of a varied—often nebulous— 


character. (It has been said that he 


is sometimes truly a controller only 
when the lack of control emphasizes 
the necessity for blaming someone 
for not exercising it.) 

The title of Mr. MacDonald’s book 
would lead a layman to believe that 
the question of the extent of control 
exercised by a controller was about to 
be settled once and for all. No mgn 
can be expected to do so by a descrip- 
tion applicable to the position in 
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general. He can only raise anew the 
old problems with which many con- 
trollers are confronted and show how 
they have been solved in some in- 
stances. He cannot specify his duties 
in detail. 


ETHICAL CONSIDERATIONS 


For example, what are the control- 
ler’s duties and responsibilities in sub- 
mitting a budget? Should he sign it, 
and therefore insist that it be pre- 
pared wholly on a basis that will en- 
able him to attest it as a fair estimate 
of the probabilities ? Such questions are 
pretty well mixed up with ethical 
considerations. There is a big field 
open to the ambitious definer of ex- 
ecutive’s functions. Some of the next 
big steps forward in our social and 
economic scheme must come from 
a Clearer understanding of ethical 
standards. 

When talking about ethics I like to 
use an illustration for which I am in- 
debted to Eric Kohler. Let us assume 
that a pile of gold pieces reposes un- 
guarded in a public park. Mr. A 
sees it, realizes it must belong to some- 
body and that it is certainly not his, 


so he does not disturb it and departs 
with a feeling of pride in his right- 
eousness. Mr. B looks around, sees 
no one guarding it and puts a few 
pieces in his pocket, continuing on 
his way with a mental pat on the back 
for having profited by the opportun- 
ity, and leaving the rest for others. 
Mr. C sizes up the situation and hires 
a truck to cart it all away and thinks 
just as well of himself in doing so. 

It is difficult to resolve a question 
of ethics, simply because there is not 
always a sufficient group all thinking 
alike—no consistent practice, sup- 
ported by court decisions, to create a 
clear ethical standard. 

One of our local group says that 
Mr. MacDonald’s book should be re- 
quired reading for chief executives 
and directors. Many controllers feel 
that their responsibilities and author- 
ities do not match. But to vest all 
controllers immediately with all the 
authority set forth, for example, in 
the Monsanto Chemical Company 
plan would create many bad situa- 
tions as well as good ones. The true 
position of the controller probably 
must be a development in which the 
individual, or group of individuals, 





Mr. Hoyt has to say here. 





SELLING CONTROLLERSHIP 


.. . . All great inventions or improvements have had to be sold to 
break down public opinion and habit. This is true of controllership. It is 
true that this selling job requires a combination of diplomacy, thorough- 
ness, honesty, organizing ability and a good measure of luck..... Al 
controllers need to work together and think together to build up by accom- 
plishment a kind of performance that will fix their status more effectively 
than the best worded by-law ever could.” 


In this paper, read at the April 21 meeting of the Syracuse Con- 
trol of The Controllers Institute of America, Mr. F. F. Hoyt, Vice 
President and Comptroller of Carrier Corporation, presents some 
thoughts on Mr. John H. Mac Donald’s “‘Controllership: Its Func- 
tions and Technique.”’ Every controller will be interested in what 
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demonstrates ability to assume re- 
sponsibility. 

This must be a slow growth, and 
in the process some controllers are 
apt to fail, either in selling them- 
selves, or in bearing up under the 
responsibilities that may be delegated 
to them. 


SELLING CONTROLLERSHIP 


As for selling one’s self, all great 
inventions or improvements have had 
to be sold to break down public opin- 
ion and habit. This is true of con- 
trollership. It is true that this selling 
job requires a combination of di- 
plomacy, thoroughness, honesty, or- 
ganizing ability and a good measure 
of luck, but it is equally true that the 
possession of these estimable talents 
are requisites to the continuous func- 
tioning of the job. 

A controller may be impotent 
either because of the management or 
the man. We cannot help the one, 
but we can strive to avoid the other. 

Mr. MacDonald says that the con- 
troller is the stockholder’s first line of 
defense against an irresponsible man- 
agement. It seems to me that this 
would be an untenable position. If 
irresponsible management exists it is 
pretty apt to be due to negligence on 
the part of the Board of Directors, 
or the stockholders. If they allow an 
irresponsible management to exist, 
they cannot be expected to support 
the controller, who must inevitably 
retire either figuratively or literally. 
The present war has produced num- 
erous examples of the ineffectiveness 
of unsupported front line positions. 
The most competent controller, one 
possessing all the admirable charac- 
teristics previously mentioned, may 
find himself in this position. I have 
yet to find any book of rules to guide 
him. This is certainly part of the 
technique of controllership. 


BusINESS DIAGNOSTICIAN 


Much can be done, as Mr. Mac- 
Donald points out, to avoid such an 
impasse. He describes a controller as 
a business diagnostician. Any re- 
sponsible executive is going to wel- 
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come assistance in finding the troubles 
in his department if approached prop- 
erly. Mr. MacDonald also states that 
the controller is a coordinator work- 
ing in a detached and unbiased way 
to plan profits, provide profit con- 
trols, investigate, analyze, suggest, ad- 
vise, interpret. This statement is a 
good general definition of the func- 
tions of a controller. If he can keep 
the detachment and be without bias, 
and always be right, then he is indeed 
a wizard—or in other words a good 
controller. 

Further on the book lists 17 func- 
tions. Few controllers exercise all 
these functions and in actual practice 
there is a tendency for some of them 
to slip away and be incorporated in 
the responsibilities of other execu- 
tives. This may become an organiza- 
tion weakness. While I do not be- 
lieve that a controller should try to 
“grab off” all the authority that he 
might find justification for assuming, 
particularly when, due to peculiari- 
ties of individuals or organization, 
the authority is being well exercised 
elsewhere, I do believe that the fun- 
damental principles of good organiza- 
tion should be followed and that 
whatever functions are necessary to 
the maintenance of the control un- 
derstood clearly to be invested in the 
controller, should be centered in his 
sphere. 

If the controller is not alert in the 
exercise of his implied responsibili- 
ties, then the management may be led 
to sanction the usurping of these re- 
sponsibilities by others. I should 
like to comment on some trends in 
this direction. 


NEED FOR OUTSIDE CONSULTANTS 
VARIES 


First, outside consultants. There 
is no question but that valuable serv- 
ices may be rendered by outside con- 
sultants, particularly in times of stress 
when the internal organization is 
overloaded and where pressing need 
makes it impractical to take the time 
for it to gather experience, make de- 
cisions, and install procedures. But 
the need for outside consultants in 
matters of accounting, budgets, or 
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procedures may be evidence of a lack 
in the work done by the controller’s 
department. This lack may be due to 
his being required by the manage- 
ment to concentrate too much of his 
time in one field; or a tendency for 
the controller to apply himself to a 
particular field which he enjoys, or 
with which he is most familiar; or 
failure on his part to request, or on 
management’s part to supply, addi- 
tional help as the needs of the control- 
ler’s department grow. Certainly if 
he fulfills all of the 17 functions and 
does it successfully, outside consult- 
ants will not be needed for other than 
management problems. 

Secondly, the position of office 
manager is in a state of development. 
It is entirely possible that this devel- 
opment may lead to a rearrangement 
of office functions between the office 
manager and the treasurer, provided 
controllers are not alert and able in 
promoting their particular worth in 
the corporate organization. As Mr. 
MacDonald says, the office manager 
should be a part of the controller’s 
department and the ultimate in good 
organization is a situation where all 
clerical work is consolidated into a 
clerical pool under his supervision, 
giving service to all other depart- 
ments. 

On page 10 under the subject of 
auditing, Mr. MacDonald says, quot- 
ing the Metropolitan Life Insurance 
Company, that the controller should 
retain public accountants for such 
purposes as may be required. Many do 
not think that the controller should 
hire the public accountants who at- 
test his work. 

Mr. MacDonald wisely does not at- 
tempt to draw any final conclusions 
as to what the duties of a controller 
should be. There is so much differ- 
ence in conception of his duties that 
it seems at the moment impossible to 
create any popular definition of the 
word. And when the corporation for 
whom he is working has no defini- 
tion in its by-laws the controller em- 
barks on his career with greater 
handicaps than those imposed on 
Tristain Shandy in his infancy and he 
must be a superman to overcome 
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Should the Credit Department Be 
Supervised by the Sales Manager? 








The Committee on Technical Information and Research, R. S. Holden, Chairman 








Your letter of March 16 addressed 
to Mr. A. R. Tucker, Managing Di- 
rector of The Controllers Institute of 
America, was forwarded by him to the 
Committee on Technical Information 
and Research. The problem which you 
presented is quoted below: 


“For a good many years our Credit De- 
partment has been under the supervision of 
our Sales Manager, it having been the prac- 
tice of our company to hold the Sales De- 
partment responsible for the collection of 
the money for the products which it sold. 

“We are considering changing this setup 
for various reasons, and I would like to 
know from you, if such information is avail- 
able, what is the general practice among 
companies represented in The Institute. Is 
the credit department usually under the su- 
pervision of the treasurer or of the sales 
department, or of some other executive?” 


Twenty-five replies received from 
the Committee members are tabulated 
as follows: 

Four members state simply that the 
treasurers of their companies are rfe- 
sponsible for the credit departments. 

Ten members state that the treasur- 
ers of their companies are responsible 
for the credit departments and com- 
ment further: 


“It seems to me that it is a very danger- 
ous policy to have the credit department 
operating under the sales division, for the 
reason that the basic method of operation 
of a sales division is to please the cus- 
tomer, and nothing will please a customer 
more than to receive very lenient allowances 
and very liberal extensions of time in which 
to pay his account. Further, such a set-up 
is entirely wrong from the point of view of 
an internal audit, in that the same people 
who sell the goods collect the money and 
are enabled thereby to cover up important 
matters which would otherwise be brought 
to light if the credit department were a de- 
partment unto itself, or a part of some other 
division of the business. There are so 
many reasons why a credit department 
should not be under the supervision of a 
sales manager that it seems needless to 
enumerate them. 


“The functions of a credit department, in 
my opinion, are strictly of a financial na- 
ture and, accordingly, should operate under 
the supervision of either the treasurer or the 
controller.” 


SHOULD BE SEPARATE FROM SALES 


“It has always seemed to me that the 
credit department should be separate and 
distinct from sales, particularly as another 
form of internal check. Quite often, espe- 
cially in larger organizations, the customers 
require financial assistance and this is truly 
a financial study and not a sales problem. I 
am sure it has often been found that the 
sales department is more liable to open 


their credits too far in their enthusiasm to 


increase sales. The credit division, when re- 
porting to the treasury department, is in 
much better position to put a brake on sales 
enthusiasm where credits are affected, but 
at the same time the proper type of credit 
department will not tie up sales by a too 
stringent policy. A proper type of credit 
department must, of course, be sales-minded 
to produce the proper teamwork for the 
benefit of their organization.” 


FUNCTIONS ARE OPPOSED 


“It is my opinion that it would be wrong 
for the credit department ever to report to 
the head of the sales department. The func- 


tions of the two departments in effect call 
for a check and balance on each other. In 
other words, the function of the sales de- 
partment is to increase sales; that of the 
credit department is to prevent credit losses. 
These two functions fundamentally are op- 
posed, If they are combined in one de- 
partment, one or the other would become 
unbalanced, which could only lead to in- 
jurious effects on the company as a whole. 
“Under some situations it might be de- 
sirable to have the credit department un- 
der the controller, but it is my belief that 
the best place for it is under the treasurer.” 
* * * 


“We would consider it folly to permit 
the sales department to sell whomever it 
chose and to have them responsible for the 
collection of the money for the products 
which it sold. I believe it is usually a prac- 
tice to have the credit department under the 
supervision of the treasurer or other chief 
financial officer.” 

* * 

“It seems to me that in almost any type 
of activity credit and collections should be 
separated from the sales department. They 
should have no control over credit exten- 
sions or the follow-up for collections, al- 
though, of course, there must necessarily be 
a close co-operation between the two de- 
partments, otherwise the efforts of the sales 
department are liable to be nullified by 
arbitrary positions being taken by the credit 
department.” 





company. 





THE TREASURER IS FAVORED AS CREDIT 
DEPARTMENT HEAD 


Although in special instances, where ‘sales are large in num- 
ber and small in size, sales managers have made good credit de- 
partment heads, this function is more often performed to best 
advantage by the treasurer—or even the controller—of the 


Twenty-five members of the Committee on Technical Infor- 
mation and Research of The Controllers Institute of America, 
R. S. Holden, Chairman, report clearly in this survey (the re- 
sponse to a member's inquiry) why a financial executive is more 
suited to head the credit department than is a sales executive. 
Their conclusions are not dogmatic, but include consideration of 
situations in which a sales executive may very well be the only 
officer able to handle special credit work. 


—THE EDITOR 
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“The high value of a proper credit de- 
partment and the effect of its policies on the 
financial status of the company seem to 
make it necessary that such credit depart- 
ment be under the very definite control of 
the financial department and the treasurer.” 


Worst PossIBLE PLACE 


“From a. control standpoint, the worst 
possible place for the credit department, in 
our opinion, would be under the sales de- 
partment. It could function properly under 
the controller or vice president in charge of 
legal matters or finance, but under no cir- 
cumstances should it be under sales or op- 
erating executives.” 

* * * 

“In this company the credit department is 
under the supervision of the treasurer, and 
we feel that that is the proper organization. 
If it were under the sales department, the 
possible complications that come to mind 
would work against the best efficiency.” 

* * * 

“It is my opinion that the credit man- 
ager should be under the supervision of the 
treasurer. We operate in this way, as do 
most of the companies with which I am 
familiar. There must be, of course, a very 
close relationship between the credit depart- 
ment and the sales department, but the lat- 
ter is very apt to be influenced by the de- 
sire to make sales in making decisions with 
respect to the extension of credit.” 

* * * 

“The various credit departments of our 
company are under the supervision of the 
treasurer, and it is my understanding that 
that is the general practice among the larger 
companies. From my own viewpoint, I be- 
lieve it to be by far the most desirable prac- 


tice.” 
% * & 


Two members, the credit depart- 
ments of whose organizations report to 
the controllers, say further: 


“In some retail stores the credit depart- 
ment reports to the treasurer and is not 
supervised by the controller. In many 
stores, however, it is part of the control- 
ler’s function. I do not know of any 
stores in the retail department store field 
that are set up in a way that requires the 
credit department to be under the super- 
vision of the sales or publicity depart- 
ments.” 

* * * 

“In this company the credit department 
is under the supervision of the controller. 
I do not think it should ever be under the 
supervision of the sales department. In 
five other companies in this industry that 
I am familiar with, two are under the 
supervision of vice-presidents, one, the 
president, one the treasurer, and the other 
the controller. There seems to be no uni- 
formity except that it is not the sales de- 
partment.” 


The Controller, June, 1942 
GENERAL MANAGER AS CREDIT HEAD 


Another member says that the credit 
department of his organization is in- 
dependent of the sales department and 
reports direct to the general manager. 


“Sometime past it was subordinate to 
the comptroller but this has now been 
changed. At no time was it ever a part 
of the sales department.” 


* * * 


The comments of two members, one 
whose organization is such that the 
sales department is practically non-ex- 
istent, and the other who says that his 
organization’s credit department is not 
so important as it is in other forms 
of enterprise, follow: 


“It would seem to me to be advisable to 
have the credit department supervised by a 
general administrative officer, such as a 
comptroller or a treasurer, inasmuch as if 
the credit department were managed under 
the sales manager there would constantly be 
an attempt to increase credit sales which 
might not meet the requirements of finances 
of the concern. 

“I have talked with one of my friends 
who is a financial vice president of a chain 
of retail stores and he informs me it is the 
practice of his organization not only to 
budget and scrutinize carefully the sales but 
also to make the credit manager directly re- 
sponsible to him for the extension and con- 
trol of credit.” 


* * * 


“To the extent that it has any importance, 
our Own practice is to have the credit de- 
partment established as a part of the treas- 
ury department although there may be vari- 
ations where it is placed in the accounting 
department. Theoretically, I think it is 
wrong to have it in the sales department 
for that would place the responsibility for 
credits in the same place as is found the 
urge for sales and might result in the ex- 
tension of credit on poor risk because of 
such urge for sales.” 


SALES MANAGERS’ RECORD As CREDIT 
EXECUTIVES 


This problem presented is not a new 
one to one of our members who has 
written as follows: 


“Up to the year 1938 this company op- 
erated on a decentralized system whereby 
all credits and collections were the responsi- 
bility of the sales department through the 
branch sales managers in each territorial of- 
fice. This method developed as many credit 
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policies as there were branch managers with 
a corresponding degree of good and bad 
performance. 

“I think we could probably claim that 
the best-managed branches, however, had 
the least credit mortality excepting for one 
or two where a branch manager was pre- 
dominately an exceptional sales manager. 
This work, however, was centralized in 
1939, resulting in a very marked improve- 
ment in overdue and bad accounts, with a 
continuing improvement in 1940, by which 
time the overdue accounts had been reduced 
60 per cent. 

“Among the various businesses with 
which I have been connected there have 
been operating branch offices; and because 
of the delay in dashing around on credit 
information the branches have been allowed 
a limited authority, reporting to the credit 
department under the control of the treas- 
urer. The credit department in turn has 
the responsibility of advising the branch of- 
fices of all customers who should be sold 
only on a C.O.D. basis. 

“It is my opinion that most credit depart- 
ments are responsible to the treasurer or the 
controller; but in such cases where they are 
responsible to the controller, all incoming 
funds are handled by the treasurer’s depart- 
ment with a notification to the controller’s 
department of detailed receipts of remit- 
tances.” 


SIZE OF SALES ORGANIZATION AND 
OF SALES IMPORTANT 


The following quotations are from 
letters from four members, each of 
whom feels that the question cannot 
be arbitrarily answered. 


“The answer to the question, I think, de- 
pends on two things: (1) The nature of the 
organization plan—that is, is it decentral- 
ized or centralized, and (2) the nature of 
the business—that is, are sales small in 
number and large in value, or are they 
small in value and innumerable in number? 

“Our business makes thousands of small 
sales to retailers through widely decentral- 
ized local offices, and the sales department 
is directly responsible for the collection of 
accounts receivables. Company policy with 
respect to credit terms is established by the 
treasurer. Responsibility for carrying out 
those terms and collecting the funds remains 
with the sales department.” 

“The credit department of our company 
is directly responsible to the treasurer but 
is, nevertheless, very closely connected with 
the sales executives. Every one of our 
branches has received instructions as to cer- 
tain credit department policies which they 
follow without any reference to the credit 
manager, but the final collections are made 
from the home office. However, salesmen 
are used in making collections on overdue 
accounts. 


(Please turn to page 294) 





What One Family Is Doing 
About Inflation 


By Thornton Cooke 


It is a compliment to be asked to 
talk to the Kansas City controllers, and 
I am sure of an understanding audi- 
ence, for it is your own profession to 
marshal financial data and draw con- 
clusions. I cannot tell you much about 
inflation that you do not already know. 
The papers have been full of it for 
months. Your Committee thought, 
however, that you might like to hear 
how one family, my family, is watch- 
ing the bubble expand, what we think 
the prospects of control are, and what 
safeguards there may be. 

The family I have in mind began to 
inquire into inflation sometime ago. 
They learned, for instance, of a Ger- 
man professor who through a long 
career had saved what should have 
been a competence, and who refused 
to worry in the early twenties when his 
friends advised him to sell his good 
mortgages and bonds and buy some- 
thing tangible. No, he had confidence 
in the German government and peo- 
ple. The fall of the mark, the absurd 
rise of prices, were temporary. No one 
could talk him out of'his good securi- 
ties. But in 1923 he realized that he 
had been wrong, cashed in his bonds 
and mortgages, and dashed out to ex- 
change his marks for something, any- 
thing. Too late; nobody would sell 
him any goods whatever, until one 
dealer finally did accept his 100,000 
marks for a vacuum cleaner to take 
home as the material result of his life 
work. 

In France it was not quite so bad, 
but by 1931, when Mrs. Cooke and 
our daughter went over for a year, the 
franc had dropped from 19 cents to 
less than four. It was easy for me to 
finance my family there, but friends 
who had been wealthy in Mrs. Cooke's 
youth were obviously hard put to it to 
make ends meet. But they were game. 

In our country the price index rose 
in 1920 to about two and one-half 


times what it had been in 1913. Old 
gentlemen living on bond interest and 
widows on annuities had to forego 
many a comfort, limit even their food. 

As a Senate Banking Committee said 
recently in reporting a price bill: “Of 
all the consequences of war except hu- 
man slaughter, inflation is the worst.” 
“It required nearly forty years,” said 
Andrew D. White, ‘‘to bring [ French} 
capital, industry, commerce and credit 
up to their condition when the Revo- 
lution began, and demanded a man on 
horseback . . . . ,” Napoleon. 

Let us be sure we are all talking 
about the same thing. People usually 
put too much into their definitions of 
inflation. No matter what the causes 
may be, if we have “‘a sustained and 
rapid rise in the general price level’ 
we have inflation. I quote that defi- 
nition from an article in last August’s 
American Mercury by Mr. Henry D. 
Steinmetz, an able young writer of my 
acquaintance. Most of us will feel 
the pinch when the cost of living is 
going up, say, 10 per cent. or more a 
year, and already the rate of advance 
is more than that. 


INFLATION Has ALREADY BEGUN 


Taking at 100 the prices of Decem- 
ber, 1938 or January 1939, as the Bu- 


reau of Labor Statistics has them avail- 
able, the cost of living was about the 
same in 1940. It rose to 100.6 in 
January, 1941 and to 111.7 in 1942. 
Wholesale prices rose to 103.2 in 
1940, to 105.1 in 1941 and to 124.8 
in 1942. The Bureau maintains also 
an index of the prices of 28 basic com- 
modities, more significant of the future 
than the cost of living or the whole- 
sale level. These basic commodities 
rose to 113. in 1940, to 115.3 in 1941 
and to 158.8 in 1942. Here, certainly 
is proof of a “‘sustained and rapid rise 
in the general price level’’—inflation. 

The danger increases. The Presi- 
dent’s January budget message forecast 
a national debt of $110 billions by 
June 30, 1943, besides the billions 
owing by RFC, FHA and other agen- 
cies of the government. Soon after 
that message Mr. Roosevelt predicted 
that the debt would rise to $125 bil- 
lions. Already Congress had raised 
the debt limit several times, and in 
March raised it again to the $125 bil- 
lion figure. “I'll be back within a year 
for another increase,” said Secretary 
Morgenthau. 

Two questions come up. Will the 
spending of all that borrowed money 
carry prices up so fast and far that in- 
flation will be uncontrollable? And 
will the debt grow so large that we 





than to lose.’ 





WIN THE WAR AGAINST INFLATION WITH ALL-OUT 
| TAXATION! 


That does not sound like a banker speaking, but it is. In this 
address, delivered in March before the Kansas City Control of The 
Controllers Institute of America by Mr. Thornton Cooke, Presi- 
| dent of the Columbia National Bank of Kansas City, vigorous 
taxation is seen as the only way to prevent inflation and the de- 
struction of savings and securities. 

Mr. Cooke tells of the steps which one family—his own—has 
| taken in contributing to the war against inflation. As Secretary 
| Morgenthau has said of the war: “Tt is a million times cheaper to win 


—THE EDITOR 
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shall have to change our money stand- 
atd to support it? 

Let us consider the latter question 
first. 

Last November, Dr. Walter E. 
Spahr of New York University, writ- 
ing in the Wall Street Journal, fore- 
cast a debt of $150,000,000,000. Con- 
sidered extreme then, it looks conserv- 
ative now. 


PayING Dests ‘““WitrHouT MERCY” 


There are amusing and significant 
stories of our Continental Currency, 
how, for instance, creditors jumped 
out of windows and ran away to avoid 
debtors bent on paying them, as it was 
said, “without mercy.” You know that 
our government has at Fort Knox and 
other places not far from $25 billions 
of gold. What Dr. Spahr expects, if 
we cannot turn the tide of inflation, is 
that Congress will authorize the Treas- 
uty to write that gold up on its books 
from $35 per ounce, at which Mr. 
Roosevelt set the price early in his ad- 
ministration, to a book value seven 
times as high, $245 per ounce, or about 
$175 billions in all. From this book- 
keeping operation the Treasury would 
derive a profit of about $150 billions. 
With that, it could call in all the gov- 
ernment bonds, if there were no more 
than that outstanding, and pay the 
owners “without mercy.” 

When the price of gold was ad- 
vanced in 1933 from $20.69 an ounce 
to $35, many students of money ex- 
pected a corresponding rise in the gen- 
eral price level. It did not happen. 
Business was slow to revive. Unem- 
ployment continued large. Far from 
paying off bonds, the government bor- 
rowed more. But if in the next few 
years we come to distrust our present 
standard of value, and especially if 
Congress changes it to correspond 
with the tremendous growth of the 
national debt, we shall all be hunting 
for vacuum cleaners, or what have you. 

Let us take up the other question, 
the question of prices. The danger 
there, and the administration sees it, 
is that the purchasing power the gov- 
ernment must have for ships, planes, 
tanks, ammunition, transportation, 
camps, uniforms and food will be su- 
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perimposed upon the cash and bank 
deposits we civilians have available to 
buy clothes, provisions, fuel, gasoline, 
vacation trips—and golf balls, if we 
can get them. We shall force prices 
high, indeed, if we and Uncle Sam 
compete in the markets. We find that 
in New York state, at a recent date, 
deposits in the savings banks had 
fallen more than all the Defense Bonds 
those banks have sold would account 
for. The bond sales have furnished 
the government money with which to 
buy, and the savings depositors are 
still buying goods themselves, much as 
before. 

Another bad sign is that Congress 
has now given the Federal Reserve 
Banks power to buy bonds directly 
from the Treasury. That would be 
lending money directly to the govern- 
ment, and precisely that contributed to, 
if it did not cause, the past World 
War financial troubles of France and 
Germany. 

It is disquieting, too, that the suc- 
cessive issues of United States bonds 
are taken largely by banks. The bonds 
ought to go more to private investors 
and insurance companies. If the banks 
take them the government gets de- 
posit credit for them, either in the 
private or the Reserve banks, and of 
course bank deposits are just more pur- 
chasing power to raise prices with. 

To cap everything, there is talk of 
lowering the reserve requirements of 
the banks, so enabling them to lend 
more money and buy more bonds— 
furnish the public and the government 
with yet more purchasing power. So 
there is every possibility of blowing a 
financial bubble bigger than anyone 
has ever seen. 


PRICE MEASURES NEED 
STRENGTHENING 


It is true that preventive measures 
are in force, rationing of some goods 
and control of some prices; but they 
need strengthening. Leon Henderson, 
Price Administrator, said January 14 
that the Senate price bill then pending 
would lead to ‘“‘national suicide 
through inflation,” and he called the 
O’Mahoney amendment an “economic 
escalator,” because by preventing the 
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control of farm prices it would lead 
to higher wages, they to higher prices 
for manufactured goods, they to auto- 
matic increases in farm parity prices, 
these to higher wages, and so around 
and up the fatal spiral of inflation. 
The President, the Secretary of Agri- 
culture and the Price Administrator 
seem to agree that farm products 
should be no exception to the policy 
of price control. Government owned 
commodities were for a time offered 
on the markets to check price rises, but 
the farm bloc is, for the present at 
least, preventing sales at less than 
parity prices, most of which are of 
course much above the market. 

If, however, as now seems probable, 
rationing becomes more and more rig- 
orous, and if the Office of Price Ad- 
ministration establishes a ceiling for 
all prices instead of for some, it may 
be said that no country before met a 
threat of price inflation so intelligently. 
But not even these measures would be 
sufficient by themselves. 


CANADA CONTROLS WAGES, TOO 


Across the northern border, Canada 
has frozen wages and provided for ad- 
justing them to the cost of living. The 
fact that wage control has not been at- 
tempted here, is another reason for 
misgiving. If price control is made 
efficient, wage control may not be 
necessary, but one wonders. Many ad- 
vocate it. 

At least the problem of inflation is 
clear. All we have to do to avoid it 
is to prevent any “rapid and sustained 
rise of the general price level’; but 
how shall we keep prices within 
bounds ? 

Well, prices do not advance much 
if demand falls off sharply, and the 
government itself ought to show the 
way by reducing its own demand for 
non-defense goods and services. The 
Brookings Institute has said these could 
be cut $2,085,000,000. Senator Byrd’s 
committee said at least $1,500,000,000. 
In a press conference the President in- 
vited the “bright newspaper boys” to 
say just where the non-defense ex- 
penses could be decreased—a fair chal- 
lenge if it had not already been met. 


(Please turn to page 296) 








Criticisms of Current Institutional 
Reports and Accounting Practices 


By Robert Osborne Baker, Ph. D. 


Universities and colleges are pecul- 
iatly vulnerable to financial ills during 
certain periods. The executive officers 
of private educational institutions 
which receive income primarily from 
student fees, endowments, gifts, and 
grants surely must have some qualms 
today in contemplating what the future 
holds for them. With decreasing en- 
rollments and higher taxes discourag- 
ing gifts, proper support will be 
harder to obtain. And there is certain 
prospect for further reductions, both 
in enrollments and gifts, during the 
present emergency. Each dollar must 
be spent, therefore, where it will do 
the most good in carrying forward the 
entire educational program of the in- 
stitution. 


CRITICAL EYE CAST AT RECORDS 


Business officers of private educa- 
tional institutions must cast a critical 
eye at their records, their processes of 
record making, and their resulting 
statements. In times such as these, the 
chief financial officer (whether he be 
the controller, or bursar or treasurer or 
business manager) has a most impor- 
tant role to play in assisting his ad- 
ministrator in evaluating properly the 
results obtained from money spent 
over the whole institution. He can do 
no better than to start with his own 
division of university administration— 
to set his own glass house in order 
first. 


VOLUMINOUS FINANCIAL REPORTS 


The best financial report or state- 
ment is the one which adequately pre- 
sents a well rounded picture easily 
used and interpreted. The type (or 
composition) of the picture will de- 
pend upon who is to use the finished 
product. 

Some business officers keep records 
in great detail. In one institution the 


business officer can tell you almost to 
the hour when the hens in the agricul- 
ture department fail to make their 
proper daily contributions. He can go 
further; he can tell you the exact hen 
which failed that day to give her all 
for dear old alma mater. 

This condition is not always the 
fault of the business officer. It may 
be the idiosyncrasy of superior author- 
ity. One college president required 
the business office to submit long 
monthly reports in minute detail. In 
order to comply with the president's 
desires, the business officer found it al- 
most necessary to keep a transit sheet 
on each pin, pencil, and paper clip in 
the institution. 

But the yearly, or periodic, financial 
report is the place where a certain type 
of business officer really goes to town. 
Many business officers apparently have 
compiled financial reports for the sheer 
love of masses of figures, or just to 
keep the office staff busy—to say noth- 
ing of the printer. Yearly reports are 
a shining example of great quantities 
and masses of figures—pages, and 
pages, and reams of them. Who reads 
these ponderous reports? The govern- 
ing board? The institution’s adminis- 
trative officials? Business offices or 
other institutions? Alas, no! The an- 


swer could properly be made much 
stronger: like Sherman’s dictum about 
war. 

However, the business officer is 
happy—even jubilant. He has his 
name on the front of a printed report; 
he has been patted on the back (in the 
report, of course) by the public ac- 
countant. Perhaps he has justified his 
place in the academic sun at his insti- 
tution. He has given his fellow col- 
leagues in other institutions something 
to “shoot at.” Most important of all, 
he has kept several staff members busy 
and vindicated his large salary budget. 


REPORTS ARE FOR USE 


Reports are for use. In difficult times 
or in easy times, reports are for use. 
If a report is not to be used, why make 
it? No report can be justified on the 
basis of an administrative officer’s 
ptide, whether that person be the busi- 
ness officer or the president. A report, 
when made, should fit the user’s need. 
A financial report is not an inventory 
of the machines and tools in the busi- 
ness office or a chance for the chief 
financial officer to display his ability in 
manipulating large bodies of figures. It 
is only a tool—like a pencil, or pen, or 
typewriter, or adding machine (a “ma- 





an hourly reporting system. 





REPORTS ARE FOR USE 
An Examination of University Accounting 


Many controllers reading this address will wonder whether 
there may not be parallels in the industrial world for the con- 
troller (herein described) who knew which hens in the agricul- 
ture department were laying eggs and which were not, through 


Robert Osborne Baker, Ph.D., is Bursar and Assistant Profes- 
sor at the University of Kansas City, Kansas City, Missouri. In 
this address, delivered on April 4 before the Accounting Sec- 
tion of the Southwest Social Science Association at Dallas, 
Texas, Dr. Baker makes an illuminating analysis of certain 
phases of university accounting. 


—THE EDITOR 
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chine tool” if you please) to serve 
some useful purpose or to assist 
achieve some worthwhile result. 

Granted that large institutions re- 
quire more complicated and detailed 
records and more “red tape” paper 
control. But need the institution dis- 
play this situation—like the week’s 
washing on a clothes line in the front 
yard—to the public gaze through the 
medium of a voluminous printed fi- 
nancial report? No. It should be 
kept well hidden in the basement 
vault as something of little use to any- 
one, except the printer. Have you 
eve@attempted to follow certain infor- 
mation from schedule to schedule, to 
sub-schedule and to further sub-sched- 
ules—four or five deep? Such attempt 
can be compared to solving the psy- 
chology department’s latest and most 
elaborate rat maze. 

Statistical and accounting informa- 
tion is for use—in big institutions and 
in small institutions. Information must 
be presented in the simplest form use- 
ful to the person or persons who are to 
use it. Too many figures and reports 
in too great detail simply confuse ad- 
ministrators, board members, and the 
average layman. Make the report 
simple; get to the point quickly; show 
the result clearly. We can almost 
paraphrase the well known request: 
Give us this day simpler and less con- 
fusing reports. 

Brevity and logic are the watch- 
words. 


A MIXED SYSTEM OF REPORTING 


Public accountants have generally 
insisted that financial records and re- 
ports should be maintained on an all- 
out ‘‘cash basis,” or on a complete 
“accrual basis.” Apparently few in au- 
thority have thought that there might 
be some advantage or logical need in 
certain types of enterprises for a third, 
or mixed, system. 

Many private universities and col- 
leges might well render their reports 
and statements in such manner. A 
change of this character would likely 
develop serious opposition from public 
accountants since it runs counter to the 
usual accounting theory and dicta. 

The ‘‘mixed basis” takes this form. 
The income statement is prepared on 
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a ‘cash basis’; the expenditure state- 
ment is prepared on an “‘accrual basis.” 
Such a hybrid report shows clearly all 
encumbrances—all the amounts neces- 
sary to be paid—and the actual funds 
on hand to meet these obligations. 
Most accounts receivable of private in- 
stitutions are of questionable value. 
Even if the receivables are collectible, 
the money represented by the accounts 
cannot be used until actually collected. 
Arising as they do from unpaid tui- 
tion, defaulted investment incomes, de- 
linguent rentals, or interest on student 
notes, no one knows when the amounts 
will be paid. When the coin is in the 
money till, then it can be used to liqui- 
date obligations. 

Budgets, too, should be constructed 
on this hybrid basis. The income sec- 
tion of the budget should show the 
amount actually expected to be realized 
in cash. The expenditure section will 
show the amount to be encumbered. 

Carrying a large amount of receiva- 
bles on the balance sheet and including 
such uncollected amounts as income in 
the operating statement presents a 
false picture. Who knows when, if 
ever, the unpaid accounts of students 
no longer in school will be paid ? How 
are rentals due from tenants who have 
been evicted or who have voluntarily 
vacated going to be collected? When 
will the soulless corporation resume 
paying dividends? How about delin- 
quent interest on mortgages? Yes, the 
mortgage can be foreclosed. What 
does the school have on its hands then 
—a piece of real estate, which can not 
be used for paying salaries or liquidat- 
ing Operating expenses. The property 
is of no earthly use to the institution 
in carrying out its educational program 
until the property is sold for cash or 
again placed in production. 

Some progressive financial officers in 
ptivate schools have attempted to cor- 
rect this faulty procedure by charging 
into the operating statement and show- 
ing on the balance sheet, one hundred 
per cent. reserves against all receiva- 
bles except intra-fund transfers. 

The result here, however, is to over- 
state both the income and expenditure 
sides of the operating statement. Since 
the amounts charged to students or 
others (but unpaid) are carried into 
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the income statement, the various items 
on this side of the statement (and the 
total) are in excess of the amounts 
actually collected. The amount added 
to the reserve or allowance for uncol- 
lectible receivables is shown on the ex- 
penditure side. By such manipulation, 
the picture is out of focus with actual 
facts. 

Again, brevity and simplicity count 
for the harried administrator or busy 
board member. 


DEFERRED CHARGES 


Universities and colleges are not op- 
erated for profit; they are not profit 
making enterprises in the usual com- 
mercial sense. Educational institutions 
are service organizations. The numer- 
ous computations and adjustments to 
determine a “true” profit and loss are 
unnecessary for most items. Neverthe- 
less, many public accountants are un- 
able to conceal their commercial prej- 
udices when considering the records, 
accounts, and activities of an educa- 
tional institution. A few have insisted 
on carrying over into the field of edu- 
cational accounting many theories and 
practices of commercial accounting. 

Some public accountants have as- 
siduously computed and set up as de- 
ferred charges to future operations a 
large number of individual items, us- 
ually each small in amount. These 
items are generally of a recurring na- 
ture, such as, catalogues, printed 
forms, stationery supplies, prepaid in- 
terest, unexpired insurance premiums, 
and the like. Deferring such items 
might be justified on a purely theoret- 
ical basis; but not on any other basis. 
A few business officers have connived 
at this practice either through inability 
to override the public accountant or 
from pure unadulterated ignorance. 

The theory underlying this practice 
can be knocked out in three rounds: 

First: Expenditures of this type are 
usually of a regular and uniform na- 
ture from year to year. Assuming a 
going concern status, such computa- 
tions as a practical matter are wasted 
effort and time lost which could be 
used more profitably in other direc- 
tions. The computations make little 
change, year after year, in the results 

(Please turn to page 298) 





Budgeting Expenses for a Business 


That Varies with the Weather 








By the Committee on Technical Information and Research, R. S. Holden, Chairman | 








In your letter of March 7 addressed 
to the Controllers Institute of America 
and forwarded to the Committee on 
Technical Information and Research, 
you requested information on the fol- 
lowing problem which is quoted: 


“Our company has been trying to de- 
velop some practical method for controlling 
‘Expense’ but due to the nature of our busi- 
ness, crop and weather conditions cause 
volume to vary widely and we sometimes 
find a considerable difference between ‘pre- 
dicted’ and ‘actual’ figures. 

“Our expense budget is set up at the be- 
ginning of the year and is based on an esti- 
mated volume of production. If because of 
weather conditions there is a wide variance 
in production, our budget on which costs 
are based is then out of line and costs are 
affected accordingly.” 


This problem is one with which two 
of our Committee members have had 
considerable experience and they of- 
fer the following information: 


“We face a similar problem almost con- 
tinually. In our business we have no con- 
trol over our raw materials, but must take 
the livestock as it comes to market. There- 
fore, there is no sure way of anticipating a 
volume on which the distribution of ex- 
pense could be made on an equal basis. We, 
therefore, proceed about as follows: 


The total expense for the previous 
fiscal period is known and it is analyzed 
with a view of estimating how much 
larger or smaller it is likely to be during 
the next fiscal period. The volume of 
the past period is reviewed and related 
to what we anticipate the volume to be 
for the coming year. 


“In our line, we secure reports of the 
animals on the farms as an illustration of 
what the livestock run may be. From that 
is estimated the amount of total sales, and 
a rate per $100 is arrived at which it is 
estimated will produce the total anticipated 
expense. Then every quarter the result of 


that rate is reviewed and, if it is running in 
excess of the amount required, the rate is 
reduced for the next quarter. 

“This procedure is followed to the end 
of the year, at which time the unexpended 
balance or deficit is taken up.” 


“Although not affected by crop condi- 
tions, bad weather affects our business fa- 
vorably, so that the worse the weather, the 
better the volume, which is the reverse of 
this problem. However, our budget is tied 
in with our standard costs (so called ideal 
or current method) based on our own idea 
of a normal year as determined by previous 
experience. We do not change the budget 
more often than once in six months, and 
usually only once a year. We analyze to 
the utmost all variances between the actual 
and the standard, and the management is 
governed accordingly. The trend by this 
method also shows up, so that preparation 
for the future is always made in advance. 

“Some concerns use a flexible budget 
with good results. We have not attempted 
this method, as it seems to involve more 
work, and in our case would not produce 
any better results. 

“As for the names of publications, off- 
hand I can recommend Rowland’s ‘Budget- 
ing for Profit,’ ‘Budgeting’ by Prior Sinclair, 
and a recent one by one of The Institute’s 
members, John H. MacDonald, on the same 
subject.” 


FIXED AND VARIABLE OVERHEAD 
EXPENSE 


One member obtained the following 
information from a member of his 
Control whose business, it seems, par- 
allels yours. 


“We do, of course, have exactly the same 
problem of controlling expense outlined in 
this communication. We find that our di- 
rect costs vary almost exactly in proportion 


to the size of our pack. Our overhead 
expense is divided into two general cate- 
gories—fixed and variable. Fixed overhead 
expense is made up of those items which 
do not vary with the size of the pack. This 
expense includes such items as depreciafion, 
supervision, general administrative, general 
office, and the like. The items of expense 
included in our variable overhead budget 
are those items which vary in accordance 
with the size of the pack. They include 
such items as viner power, viner trucking, 
power plant expense, compensation insur- 
ance, warehousing and labelling expense, 
and similar items. We carry those items in 
our budget on a unit basis. The unit for us 
is one dozen cans. Our budget on those 
items then varies directly with the size of 
our pack. As a result of this our budget for 
the fiscal year on those items is changed 
just as soon as we know the size of the 
pack. 

“On the fixed overhead items, as stated 
above, our budget for the year does not 
change because with minor exceptions the 
expenditure does not change because of the 
size of the pack. Over a period of years 
we experimented with several methods of 
charging out this overhead to commodities 
and find that probably the most fair and 
the most practical is to allocate these fixed 
charges to the various commodities based 
on estimated production and various other 
factors. Once the allocation to a com- 
modity is made the amount allocated is the 
amount that commodity has to stand 
whether the crop is large or small. Actually 
from a cost standpoint, once that allocation 
to a commodity is made, we charge it out 
on an acreage basis which means that every 
acre planted for that crop stands its share 
of fixed overhead charges and we do not 





—he must budget for it. 


presented in this article. 





TALKING ABOUT THE WEATHER IS NOT ENOUGH .... 


The controller addressing this inquiry to The Controllers In- 
stitute of America has to do more than talk about the weather 


Through The Institute’s Committee on Technical Information 
and Research, Mr. R. S. Holden, Chairman, this inquiry fell into 
the hands of other controllers to whom the weather and the 
crops are more than a conversational topic. 


Their answers are 
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come up to the end of the year with a large 
over allocation or under allocation. This 
is along the general theory that we try to 
allocate these items to each commodity and 
make that commodity stand its allocation 
just as though it was the only commodity 
we packed. 

“I do not know whether this rambling 
discussion gives the type of information 
which was requested, but if he would like, 
I should be glad to have the inquirer com- 
municate directly with me about our respec- 
tive methods.” 


Information submitted by other 
members is quoted below: 


“The question is not a difficult one to 
answer in theory as it obviously calls for an 
application of the so-called ‘flexible budget’ 
principle which involves the breakdown of 
expenses between fixed and variable so that 
the budget can be adjusted to the actual 
level of production. The real problem, of 
course, is in determining just how far it is 
practicable to apply this principle under 
the conditions existing in this particular 
case. It has been our experience that a 
so-called flexible budget can be worked out 
and used without great difficulty within a 
reasonable range of volume fluctuations. 
When extreme fluctuations occur, however, 
it is difficult to determine the extent to 
which certain expenses should vary and in 
many cases this involves a management 
policy decision—for example it is necessary 
to have some definite program for taking 
on and laying off supervisors and assistant 
supervisors as the volume of work changes. 
The cost of maintaining a detailed flexible 
budget under these extreme conditions may 
or may not be justified but at least some 
idea can be obtained from past experience 
as to a proper level of expense at various 
stages of volume and some general overall 
controls established.” 


FLEXIBLE BUDGET PROPOSED 


“It will be appreciated, of course, that it 
is very difficult to give any specific reply 
without having a great deal more informa- 
tion. However, for what they are worth, 
the following information and comments 
are submitted: 


(1) A company such as the one in question 
should not attempt to budget its ex- 
penses for a period of one year, but 
should rather budget for several peri- 
ods within one year in appropriate re- 
lation to the seasonal or inconsistent 
tendencies of the business within that 
year. 

(2) All budgets vary from actual, of course, 
and, generally speaking, the fact that 
they do does not necessarily reflect 
faulty budgeting. It must be well- 
nigh impossible to budget with any de- 
gree of accuracy against such elements 
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as crop and weather conditions. To 
lessen the inaccuracy, it would seem 
that the only thing to do is to operate 
a flexible budget and adjust the budget 
for the period which it is determined 
will be affected, to take into account 
the changing conditions immediately 
they are sensed. 

(3) A budget was never intended to either 
stabilize costs or make them a thing 
that is fixed. If the costs are pred- 
icated on the budget, naturally the 
costs will vary accordingly. However, 
as the budget is adjusted, the costs 
should likewise be adjusted by merely 
converting the adjustment in terms of 
a percentage and applying it to the 
costs. 

(4) A good treatise on the subject of flex- 
ible budgets was issued in book form 
by the McGraw-Hill Book Company, 
entitled ‘The Flexible Budget’ by John 
H. Williams.” 


BUDGET OVER PERIOD OF YEARS 


‘My only suggestion would be that, in 
view of the conditions under which he op- 
erates, his expense budget should be over 
a period of years rather than on one year. 
It may be that examination of his records 
will disclose that there is some natural 
cycle in his business, and that he may ex- 
pect two good years out of three, or four 
good years out of five, or something of that 
sort, with one very bad year due to the 
weather conditions that he mentions. 

“Since the weather conditions as to any 
particular year cannot be foreseen, it would 
seem impossible that any method of budget- 
ing or controlling expense could be set up 
at the beginning of such period with any 
certainty that results for that particular year 
will come anywhere near to the budget.” 

* x * 
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“I should suggest that perhaps since this 
is such a seasonable business a budget of 
three months would prove more practicable 
than a budget set up for an entire year. 

“If it is desired, however, to make a long 
term budget, then it would seem to me that 
more than one estimated budget would have 
to be prepared. In other words, one budget 
on the normal estimated volume of produc- 
tion, providing there are no fluctuations in 
weather conditions, and perhaps one or 
more other budgets based on other volumes 
of production.” 

* * * 


“The problem of expense control is a 
common problem. Its solution lies in the 
establishment of standards for operations at 
many levels, then by process of interpola- 
tion, find the standard measure for com- 
parison with the actual results and the ac- 
tual volume. This method can be applied 
to quantities of labor and materials as well 
as to dollars of expense and costs.” 

* * * 


“It seems to me that this is the ideal 
place to install a flexible budget. Their 
budget could be constructed at different 
estimated volumes and the actual compared 
with the flexible estimate.” 

* x 

“I think that the answer to this problem 
is probably a flexible budget, although I 
am not an authority on this kind of budget- 


ing. 
* * * 


“The Flexible Budget” by John H. 
Williams was given as a_ possible 
source of information by three other 
members who replied to this question. 

The Committee hopes that the above 
information submitted by its members 


will be helpful. 


Wide Sales of Securities Face 
Probable Ban By S.E.C. 


Edmund Burke, Jr., a member of 
the Securities and Exchange Commis- 
sion, asserted on May 6 that it is un- 
likely that the commission will permit, 
let alone require, widespread sales by 
holding companies of utility securities 
in the open market at this time. This 
is regarded by many as the most im- 
portant pronouncement of the S.E.C. 
on the enforcement of the holding 
company act since Edward C. Eicher, 
former chairman, told the Edison Elec- 
tric Institute last June that there will 
be no delay in the execution of the 
“death sentence’ of the act. 


In an address before the twenty-sec- 
ond annual conference of the National 
Association of Mutual Savings Banks 
in the Waldorf-Astoria, Mr. Burke re- 
emphasized the commission’s prefer- 
ence of the exchange method of meet- 
ing the requirements of Section 11 (b) 
of the holding company act and indi- 
cated that the S.E.C. would be insistent 
on compliance with the corporate sim- 
plification provisions of Section 11 
(b) (2). 

“Even under peace-time conditions 
the commission has never regarded 


(Please turn to page 293) 
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Living Standard of 1932 Low 
Is Seen by Henderson 


Leon Henderson, Price Administrator, 
predicted May 6 that, although people 
have enough money for the highest stand- 
ard of living in history, the national level 
of living will be forced down in the next 
twelve to fifteen months to the low stand- 
ard of 1932. 

Mr. Henderson explained the price and 
rationing systems to a conference of state 
representatives, who gathered in New 
York to consider the removal of state 
trade barriers and discuss other questions. 

“We are at the highest level of produc- 
tion of civilian goods that there has ever 
been,” he said. “Out of the amount of 
money in people’s pockets we would be 
able to buy a standard of living exceed- 
ing all the dreams of the idea boys in 
the back room. 

“But because we are not going to have 
for civilian production enough metals, 
skilled labor and materials—using these 
to make bombers, tanks and other things 
that a free country needs for offensive ac- 
tion—it is probable that in the next 12 
to 15 months we will get a civilian stand- 
ard of living equivalent to 1932, which 
was the low of all lows during the de- 
pression.” 


N.A.B.A. C. Holds Conference 


Mr. Louis H. Hammerstrom, member 
of The Controllers Institute and auditor 
of Continental Illinois National Bank 
and Trust Company of Chicago, discussed 
“Meeting Wartime Problems of Bank 
Management” at the meeting of the Na- 
tional Association of Bank Auditors and 
Comptrollers in Kansas City, Mo., May 
23. 

Other subjects discussed at the eighth 
annual mid-continent regional conference, 
which was held at the President Hotel, 
were: 


(1) “Cost of Living” bonuses for bank 
employees during the war. 

(2) Personnel problems incident to re- 
placing men employees with girl employ- 
ees. Difference in psychology of girl em- 
ployees. 

(3) Preparing statements on checking 
accounts for delivery on second business 
day of the month. 

(4) Substitutes for rubber bands and 
other wartime problems in obtaining 
equipment and supplies. 

(5) 100 per cent. disposal of state- 
ments and cancelled checks every month. 


(6) Do we need to look up endorse- 
ments on checks of less than $100—less 
than $500—less than $1000. 


(7) Non-par checks. 


(8) Accelerated training problems for 
new employees—training old workers for 
new jobs. 


(9) Split statement dates for increased 
efficiency. 

(10) Multiple interest dates on savings 
accounts. 


Articles on “Lifo” and Sales Audit 


To answer a number of queries re- 
ceived at the office of “The Balance 
Sheet,” publication of The Controllers’ 
Congress of the National Retail Dry 
Goods Association, the magazine pub- 
lished a short statement last month on 
“How Should the Reserve for Unearned 
Discount in Connection With Lifo Be 
Handled?” The statement says: 

“In our opinion the rate of Cash Dis- 
count ascertained in the usual way should 
be applied against the ‘lifo’ inventory to 
determine the amount of the Unearned 
Discount Reserve. We reason that if an 
$8.00 article (less 8 per cent.) is later 
purchased at the inflated price of $10.00 
(less 8 per cent.), the amount of Discount 
Reserve would be 80 cents when the In- 
ventory is stated at $10.00. However, 
since the ‘lifo’ inventory procedure would 
operate to reduce the book value of the 
inventory to its basic price, $8.00, the 
Reserve for Unearned Discount to set up 
to bring this invoice price to ‘net’ should 
be 8 per cent. of $8.00 or 64 cents.” 

Another article, on page five of the 
magazine, is entitled “Lifo, Lifo, and 
More Lifo” and consists of excerpts from 
an address by Mr. H. I. Kleinhaus of the 
Controllers’ Congress before the Toledo 
and Detroit Controllers March 25. The 
article is made up of a series of questions 
and answers on the topic. 

A further article of interest to depart- 
ment store controllers in the magazine is 
“The Sales Audit,” an address by Mr. 
G. E. Weitz before the Retail Controllers 
Association of Los Angeles February 12. 
Mr. Weitz shows how the department 
store sales audit should provide: (1) Con- 
trols for balancing all types of sales, ex- 
changes, and returns; (2) net sales by de- 
partments and by sales persons; (3) some 
method of exposing missing sales checks; 
and (4) any other information from sales 
and exchanges which is necessary to the 
efficient operation of the organization. 


Accountants Favor Delayed Tax Returns 


On the grounds that production and 
other demands in the war emergency and 
an acute shortage of accountants place a 
heavy burden on most companies, the 
Council of the American Institute of Ac- 
countants May 12 endorsed a proposed 
amendment of the Federal Revenue Law 
to permit all corporations automatically 
to take an extension of time up to three 
months in the filing of their tax returns. 

It was pointed out that the automatic 
extension provision would relieve the 
Treasury Department of a heavy burden 
in passing upon an inevitably large total 
of extension applications. 


Plant Conversion Still a Huge Task 


Pointing out that at the April rate— 
unfulfilled war production orders are 
equivalent to a two and a half year load, 
the National Industrial Conference Board, 
Inc., declared recently that the conversion 
problem that lies ahead this year is as 
great, if not greater, than the changes in- 
troduced in industry from Pearl Harbor 
to date. Even at a maximum war output 
rate of $6,000,000,000 monthly, it was 
stated, unfilled orders represent a full 
year’s production load. 

By the year’s end, according to the 
board’s survey of America’s war effort, it 
is estimated that the nation will have 
17,500,000 worker-fighters and 4,200,000 
armed fighters, or a fighter-worker ratio 
of 1 to 4.2. War will have reduced ci- 
vilian employment to 26,500,000 com- 
pared with 34,200,000 at the end of 1941. 


Business Subsidy by R.F.C. Favored 


Members of the Senate Banking Com- 
mittee disclosed May 13 that they had 
recommended that the Reconstruction Fi- 
nance Corporation be empowered to sub- 
sidize businesses which might be caught 
in a “squeeze” between ‘price ceilings and 
rising costs. 

Committeemen said they had _ incor- 
porated such authority in legislation 
which they approved May 12 to increase 
the R.F.C.’s borrowing power by $5,000,- 
000,000. Under the amendment, the R.F.C. 
would be authorized at the request of the 
Price Administrator and with approval of 
the Secretary of Commerce to: 

“Make payments in conjunction with 
the production, procurement, processing, 
servicing, or distribution of any article or 
commodity for the purpose of stimulating 
production or holding down prices; 
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“Purchase, acquire, carry, sell, or other- 
wise deal in any article or commodity.” 

The agency would be authorized spe- 
cifically to sell at a loss. 


Predicts Recapture of 
Profits on War 


Eventual recapture by the government 
through new tax legislation of nearly all 
profits resulting from war contracts was 
predicted in May by Senator Elmer 
Thomas of Oklahoma. 

Addressing the meeting of the New 
York State Society of Certified Public Ac- 
countants at the Hotel Waldorf-Astoria, 
he reviewed recent efforts to fix limits on 
such contracts and sketched briefly the 
procedure under which it is expected that 
profit limitation will be achieved this 
year. 

Preceding Senator Thomas’s address, 
the society elected J. Arthur Marvin of 
F. W. Lafrentz & Co. as president for the 
coming year. Mr. Marvin spoke briefly 
on the wartime responsibilities of the ac- 
counting profession. 

Mr. Marvin stated that the accounting 
profession was engaged in helping estab- 
lish the permanent record upon which the 
public will form its judgment of the 
conduct of American business during the 
war. Walter A. Staub, past president of 
the society, outlined the accountant’s 
viewpoint on profit limitation. 


Articles on Protection Of 
Records During Air Raids 


Many pertinent questions dealing with 
the protection of records during air raids 
are answered in articles appearing last 
month in the “National Auditgram,” pub- 
lished by the National Association of 
Bank Auditors and Comptrollers, and in 
“The Balance Sheet,” official publication 
of the Controllers’ Congress of the Na- 
tional Retail Dry Goods Association. 

The effect of war on banking transac- 
tions was discussed in an article on page 
16 of the “National Auditgram.” Mr. 
George S. Morton, Assistant Treasurer of 
the Central Hanover Bank and Trust 
Company of New York, outlined means 
of protection from the consequences of 
possible defaults or omissions caused by 
air raids and blackouts and the responsi- 
bility for loss or destruction of items in 
the process of bank collection. 

Under the title of “Protection of Bank 
Records During Air Raids” Mr. John 
Larsen of the North River Savings Bank, 


New York, gave a full, detailed outline 
on record protection for banks. The out- 
line, presented before the New York Sav- 
ings Bank Auditors and Comptrollers’ 
Forum meeting February 11, appears on 
page 23 of “National Auditgram.” 

Excerpts from a report by Mr. Harry 
L. Margules, Gimbel Brothers, New 
York, before the Metropolitan Control- 
lers’ Association April 15, are given on 
page 19 of “The Balance Sheet.” In his 
paper entitled “Retention and Preserva- 
tion of Records,” Mr. Margules discusses 
the time element in record keeping, cost 
of maintaining records, lack of formal rec- 
ord programs, economies in handling and 
destruction of records, preservation of 
records and air raid precautions. 


Electric and Gas Industry 
Accountants Hold War Meeting 


War emergency problems and proced- 
ures were discussed at a meeting of elec- 
tric and gas industry accountants May 
11-12 at the Hotel Cleveland in Cleve- 
land, Ohio. 

Mr. G. H. Bourne of The Common- 
wealth & Southern Corp., New York, and 
Mr. L. L. Dyer of the Lone Star Gas Co., 
Dallas, Texas, (both members of The 
Controllers Institute of America) pre- 
sided at the opening session. Problems 
discussed at the morning meeting were 
“How British Utility Accountants Met 
the Blitz,” safe-guarding records from air 
raids, and personnel problems. 

The afternoon session, held May 11 was 
divided into two groups, one on customer 
activities and one on general accounting. 
Among topics discussed were meeting 
emergency conditions in customer activi- 
ties, customer accounting under bi- 
monthly and quarterly plans of meter 
reading and billing, punch cards and 
stores accounting, streamlining reports, 
overheads, war emergency expenses and 
personnel problems. 

On May 12 meetings were divided into 
groups on customer activities; general ac- 
counting; purchasing, stores and trans- 
portation; plant accounting and records 
and taxation, Luncheon meetings were 
also held for further discussion of ac- 
counting problems. 


Steel Trade Earned 6.2 Per Cent. 
On $5,260,000,000 Sales 


The steel industry earned 6.2 per cent. 
on a record sales volume of $5,260,000,- 
000 in 1941, comparing with 8.1 per 
cent. earned on a $3,489,000,000 volume 


in 1940, according to the American Iron 
and Steel Institute. The previous record 
year for sales was $3,800,000,000 in 1918. 

Payrolls of the industry last year were 
$1,679,000,000 compared with $1,180,- 
000,000 in 1940. Dividends amounted to 
$167,000,000, against $138,000,000 in the 
previous year. Combined earnings were 
$327,328,000 after the $590,930,000 Fed- 
eral, State and other taxes, compared with 
$281,228,000 earned after $225,323,000 
taxes in 1940. 


A. M.A. Holds “Production 
For Victory” Conference 


The key factors in the production bat- 
tle, organization, getting new employees, 
making equipment last, full worker co- 
operation, production control and plant 
enthusiasm, were the principal topics dis- 
cussed at the “Production for Victory” 
Conference held May 13 and 14 at the 
Hotel Astor in New York by the Ameri- 
can Management Association. 


War Time Conference on 


Municipal Finance To Be Held 


A half-day advanced school in munici- 
pal accounting, inspection and sightsee- 
ing trips, and technical sessions will be 
high-lights of the war time conference on 
municipal finance to be held June 22-25 
at the Hotel Statler in Buffalo. 

Some of the topics to be discussed in 
general sessions, round tables and small 
groups will be the making of war time 
budgets; war time policies in municipal 
finance; federal, state, and provincial lo- 
cal relations in war time; salary, wage 
and personnel policies; priorities, ration- 
ing and purchasing and treasury and col- 
lecting problems. 

The conference will be the 37th annual 
meeting of the Municipal Finance Officers 
Association of the United States and Can- 
ada. 


Our War Outlay in April 
Totaled $3,421,000,000 


The average daily rate of expenditure 
for war purposes in April increased to 
$131,600,000, as compared with $114,- 
900,000 in March, Donald M. Nelson, 
War Production Board chief, reported 
May 11. 

For the entire month total war expendi- 
tures, including Treasury checks and 
R.F.C. disbursals, amounted to $3,421,- 
000,000, he said, as against $2,987,000,- 
000 in March. 
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the railroads, and to some extent, no 
doubt, by the railroads themselves, that 
all of their needs and requirements 
would be provided under the priorities 
system. However, the decision has 
been reached in Washington that it is 
more important to put material into 
other products at the present time than 
into car and locomotive building. Con- 
sequently, a limitation order was 
placed on the railroad equipment man- 
ufacturers which restricted them, re- 
gardless of their facilities, their orders, 
their priority ratings and commit- 
ments, to the production of certain 
specified equipment, as directed by 
WPB. The allotments permitted under 
these limitations are not felt to be 
adequate by the railroad management. 
If such a basic industry as the railroads 
is to be so curtailed, every manufac- 
turer must view the possibility of simi- 
lar restrictions on his own business. 
Every investor should consider his in- 
terests in the light of these facts. 


EASING AHEAD FOR SOME INDUSTRIES 


However, with the curtailment of 
home building, household durable 
goods, plumbing and heating supplies, 
and other industries which require the 
use of critical metals, it is the hope of 
a high official in WPB with whom I 
had an interview last week that there 
will be an easing, within a few months, 
permitting a relaxation on some indus- 
tries, such as the railroads, permitting 
them to build necessary equipment. 
This easing can only be selective and 
preferential as to industry, and may 
not be realized owing to the continu- 
ing expansion of the war program. 

Anyone financing industry should 
also consider the position of the com- 
pany with regard to commitments, in- 
ventories, and work in process, giving 
thought not only to the possibility of 
curtailment of production which might 
lead to losses on work in process and 
inventory, but also giving care to the 
provisions made for cancellation in 
purchase orders, subcontracts, as well 
as possible cancellation clauses in con- 
tracts on equipment which the com- 
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pany produces and sells. Furthermore, 
the company should have made ade- 
quate provision, both on purchases and 
on sales, to protect themselves as far 
as it is legally possible, with the Office 
of Price Administration, in order that 
large cash readjustments may not have 
to be made at some later date when 
possibly the volume of business may 
have declined or when profits and cash 
may have nearly vanished. 


PRACTICAL DIFFICULTIES CAN 
PREVENT FULL COMPLIANCE 


Another point which should be con- 
sidered is the nature of the business, 
that is, how its productive lines lend 
themselves to scheduling and similar 
compliance with the priorities regula- 
tions. For example, a man who sells 
equipment off the shelf will have little 
difficulty in delivering the highest pri- 
ority rated order first, and the second 
most important, second, and so forth. 
If the company’s production is more 
involved, as in the case of steel com- 
panies, where the scheduling of melt- 
ing, transportation, rolling and finish- 
ing facilities, must be coordinated, 
complete and literal compliance with 
ptiorities regulations may never be 
practicable, as long as the war effort 
demands maximum production. 

For example, if a steel company re- 
ceives an order carrying an AA rating 
for a quantity of some alloy steel 
rolled to a certain shape, in most cases 
they will have to assemble other orders 
for the same alloy rated lower than this 
in order to get a sufficiently large 
quantity to make a melt in even their 
smallest furnace. This means that cer- 
tain lower rated orders may be melted 
ahead of high rated orders for a dif- 
ferent alloy steel. Secondly, their roll- 
ing schedule must be a compromise, 
since the maximum material cannot be 
produced if most of the time is spent 
changing the setup on their rolling 
mills. Consequently, when they roll 
the high rated order, they may roll 
several low rated orders of the same 
section, while they necessarily must de- 
fer rolling higher rated orders of other 
sections until the mill is changed over. 
This procedure, undoubtedly, has 
caused some of the criticism which 
seems to me a little unjust. 





ACCOUNTING WorRK FOR WPB 


The accounting necessary to meet 
the regulations imposed by the War 
Production Board is stupendous. WPB 
has now gone from Form 1 to 911 A 
and B. Of course, some of the forms 
of the past are not active at the present 
time. Preparing information for WPB 
places a burden on an accounting de- 
partment in several different ways. In 
the first place, proper analyses must 
be made of the business booked by the 
company as to priority rating, end use, 
and so on, in order that the purchasing 
department can make the necessary ap- 
plications to secure raw material. The 
accounting department must also keep 
a check, according to priority rating, 
on the production department in its 
receipts, inventories, and consumption 
of materials. Finally, the accounting 
department must cooperate to supply 
information to WPB on the output or 
production of the company. This in- 
formation may be broken down to 
priority rating, industry served, and 
ultimate application. All of these func- 
tions of the Accounting Department 
are coordinated and reach their height 
in the submitting by a company to the 
War Production Board a relatively new 
development, a Production Require- 
ments Plan application, PD-25A. 

In order that you may have a bird’s 
eye view of what has\happened during 
the last eighteen months, we outline 
the various types of priority help which 
have been available in the past. These 
can be divided into four broad groups. 


TyYPEs OF PrioRITY RATINGS 


The first is the individual priority 
rating granted upon application, for a 
particular order on a particular com- 
pany. The second is the limited indus- 
try type of rating, granted in the past 
to industries producing extremely crit- 
ical equipment, such as shipbuilders, 
machine tool builders, and the like. 
The third is the project rating, granted 
for expansions of capital facilities. For 
example, all of our local companies 
(the Aluminum Company, the steel 
companies) have one or more projects 
approved by the government, on which 
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This is where we’d ordinarily put a picture of the Model WM 
Comptometer. Because these extraordinary times empha- 
size the importance of ComptoMeTER METHObs so strongly, 
we've omitted the machine in an effort to call your atten- 
tion to that emphasis. 
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To paraphrase some other advertiser’s slogan: 
What a whale of a difference a few months make! 
It seems like only yesterday when putting cler- 
ical employees on multiple shifts was just an office 
manager’s pipe-dream. Yet today it’s an accom- 
plished fact in many concerns, so that figure-work 
machines shall not stand idle while machine tools 
roar a promise of victory. 

Perhaps your concern hasn’t adopted such 
drastic measures. Yet it’s certain that “business 
as unusual” brings the amazing speed and effi- 
ciency of your Comptometer adding-calculating 
machines, and Comptometer methods, into sharper 
focus — particularly on costs and payroll work. 

Your local Comptometer Co. representative is 
prepared to suggest ways in which your present 
Comptometer equipment can be better adapted 
to meet the new conditions you’re facing. 

Telephone him . . . or write to Felt & Tarrant 
Mfg. Co., 1734 N. Paulina St., Chicago, Il. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES AND METHODS 
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they have blanket priority assistance. 
The fourth is priority assistance for 
maintenance, repair, and operating 
supplies. This is assistance of an al- 
most automatic sort, designed to main- 
tain existing production facilities and 
essential civilian facilities in good op- 
erating condition. 


PRODUCTION REQUIREMENTS PLAN 


Now there is available a fifth type 
of aid, the Production Requirements 
Plan. The present indication is that 
the new Production Requirements Plan 
will largely supersede the individual 
priority application, the industry pri- 
ority ratings, and, to a considerable ex- 
tent, maintenance and repair orders. 

Practically all industry will be re- 
quired to operate on this plan the third 
quarter of 1942. By means of it, the 
War Production Board expects to di- 
rect properly the flow of all raw ma- 
terials into both war and essential ci- 
vilian activity. You can see, therefore, 
the magnitude of the problems in- 
volved from both the individual ac- 
counting angle and from the govern- 
ment’s overall viewpoint. 

To illustrate the complexities, may 
I point out that the preparation of this 
application for one Westinghouse di- 
vision necessitates the consolidation of 
more than 44,000 ledger records. An 
application from another and smaller 
Westinghouse division asked for as- 
sistance on 999 individual types of ma- 
terials and supplies. 

Despite my close association with the 
developments of the priority system, 
I find it difficult today to contemplate 
what it is costing Westinghouse in 
effort to prepare the numerous statis- 
tics required by the government to 
keep our plants operating even on vir- 
tually 100 per cent. war effort. 

The Production Requirements Plan 
was in the process of development be- 
fore OPM went out of existence. It 
was presumably augmented by some of 
the head men of the War Production 
Board, and they feel that it is ‘‘the” 
plan that will bring order out of chaos 
in furnishing materials for manufac- 
turing, where and when they are most 
needed. Our own company’s experi- 
ences indicate that they should have 
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an excellent chance of achieving this 
goal, for we believe it is the best op- 
erating system yet developed. 

I have asked many people for their 
criticisms of it, and they have many. 
But, following this question with an- 
other, ‘“What suggestions have you for 
improving it?’, the answer is, “I have 
none.” 

The War Production Board is 
largely made up of practical hard- 
headed business men. They recognize 
the problems under which industry is 
working, but their job is an exceed- 
ingly difficult one. While they must 
demand complete technical compliance, 
I believe their judgments are based on 
the intent behind the acts. 

Consequently, my advice to business 
is ‘‘full speed ahead and win the war.” 
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balance sheets, and by carefully weed- 
ing out unnecessary reports, one con- 
cern found it could dispense with the 
work previously done by three em- 
ployees. 

3. Limiting the checking of statistical re- 
ports after typing to the million- and 
thousand-dollar columns _ eliminated 
some 250 hours of work a month in 
one concern, 

4. Strengthening pre-auditing procedure 
in the case of pay rolls affecting some 
15,000 employees and the placing of 
post audit of these rolls on a test check 
rather than on a complete audit basis 
eliminated two full-time employees 
without injuring auditing efficiency. 

5. An office of a fairly large company 
totaled the savings from some 40 small 
systems projects and found a potential 
saving of approximately 1,000 hours a 
month, equivalent to the time of six 
full-time clerks. 


You will meet opposition in at- 
tempting to change the status quo. 
One company writing from 100,000 
to 150,000 checks a month found that 
sorting returned checks preparatory 
to reconciliation required the serv- 
ices of two junior clerks. By means 
of Key-Sort, it was discovered that 
the work of these two employees 
could be almost entirely eliminated. 
When the idea was advanced to the 
company treasurer, he objected on the 


grounds that the form of the company 
check would be made less artistic. 


SUMMARY AND CONCLUSIONS 


It is perfectly obvious that men 
available for military duty now per- 
forming accounting and clerical func- 
tions will be given slight deferment 
consideration. Perhaps this is as it 
should be. It does, however, leave 
industry with a vital problem to face. 
To conclude this discussion, it seems 
to me that a solution might be forth- 
coming if approached in the follow- 
ing order: 


First, survey your office work care- 
fully and cut out all those routines, 
postings, entries, and reports which 
seemed essential last year but which 
you can now get along without. 

Secondly, if you do not already 
have a training program, give some 
thought to starting one immediately. 
In this connection, concentrate on 
training for particular jobs essential 
to the office routine. Switch employ- 
ees from one job to another so that if 
one person is lost, efficiency of the 
office will not go to the army with 
him. Capable young women now do- 
ing stenographic, comptometer and 
other lower rating jobs should be in- 
structed in junior and senior clerical 
work. Do not wait until you need 
an employee before going out after 
her, but keep a small pool of trainees 
on hand at all times. 

Thirdly, recommend to universi- 
ties and colleges that they institute 
immediate programs of work for 
women students which will fit them 
for service in accounting offices. 

Fourthly, assist those people giving 
management defense courses by ad- 
vising them as to the type of train- 
ing needed in the local community. 

Fifth and finally, hope and pray 
that government bureaus and con- 
gressional committees will let up on 
the number of financial, cost, and sta- 
tistical reports now being demanded. 





It is not too early to mark the date 
of The Institute’s Eleventh Annual 
Meeting on your calendar, September 
21-23, 1942, The Palmer House, Chi- 
cago. 









































May We Help You...? 


You have plenty of problems today—more even than usual. 

Personnel—old employes going into the armed services or into other lines 
of work and new people hard to get; more complications in your own work— 
taxes, government regulations, conversion and priority angles: these and other 
problems must be giving you more gray hairs or bald spots. 

Why not let us help you? 

On the personnel problem, our Placement Department may be able to recom- 
mend a capable trained man qualified to step right in. We are called on con- 
stantly by firms all over the country to put them in touch with good men, either 
experienced or well trained beginners. There is no charge either to you or to 
the man we recommend. 

Or, if you have some good man or woman, either already in your department 
or applying to you, who needs only further training to make him valuable to 
you, we can quickly train him—in his spare time—in any phase of Accounting 
he needs. In a surprisingly short time he can be using the training in his 
daily work. 

As to these new and trying problems of this war period, we have specialized 
courses and services that might be just the aid you want for yourself, personally, 
or for some key associate. Our instructors are Certified Public Accountants, 
experienced in both internal and public accounting, who put in full time with 
us. In our up-to-the-minute training material and in our very complete Con- 
sultation Service, they handle the very problems that may be bothering you. 


Why We Believe We Can Help You 


In the 34 years of our history, we have trained scores of thousands of men 
and women in Accountancy—over 2,000 of them have become C.P.A.’s and 
other thousands are now controllers, auditors, treasurers, public accountants or 
in other accounting and general executive positions. Our text materials have 
been used by 463 colleges, universities and schools for their teaching. 

Out of that experience have come practical ability, materials and viewpoint 
that are available to you and anyone you may send to us. 

All you need to do is to drop us a line telling us your problem and asking 
how we can fit in. We'll welcome your inquiry and there is no obligation 
involved. 


LaSalle Extention University 


A Correspondence Institution 
Dept. 6346-H CHICAGO, ILL. 
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direction of the government at To- 
kyo. Such direction has been in the 
hands of diplomatic and consular 
representatives. As to how far Japan 
may attempt to bring pressure on 
Latin Americans is not for me to say, 
for I do not know. However, there 
is one fact that might be kept in 
mind; Germany will not allow the 
Japanese to seize any territory that 
Germany wants. Japan’s logical 
move against Latin America would 
be in Chile because of that nation’s 
long seacoast. But whether Japan 
will try for an invasion shortly would 
seem to depend on what occurs in the 
Pacific and the outcome of the Ger- 
man-Russian war. 


III—LATIN AMERICA AND 
HEMISPHERE DEFENSE 


And that brings up two thoughts: 
Where does Latin America fit into the 
plans for hemisphere defense? Will 
Latin American soldiers, navies, air- 
planes, or bases supply the assistance 
that the United States must have ? 

Figures on Latin America’s military 
strength differ widely. I have seen them 
quoted as 400,000 and I have seen 
them given as 1,500,000. Probably the 
latter total is nearer correct if both reg- 
ulars and reserves are included. 

I have been informed that Argentina 
has 200,000 officers and men; Brazil 
nearly 400,000; Chile 150,000; and 
Peru 100,000. Mexico is said to have 
400,000. That leaves 250,000 troops 
and officers to be divided among the 
remaining 15 republics. Many soldiers 
and officers have been trained by Ger- 
man, French, Swiss, Italian, and 
United States missions. Whether the 
training is comparable with that given 
our own troops I cannot say; however, 
whatever the men and officers might 
lack in military education they make up 
in fighting. A war between Argentina 
and Paraguay, some years ago, killed 
off so many Paraguayans that when’ the 
war ended the Paraguayan women out- 
numbered the men three to one. A 
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war between Paraguay and Bolivia left 
so many dead that the economic future 
of both nations was threatened. A 
border clash between Ecuador and Peru 
found the Ecuadoran army greatly out- 
numbered but refusing to quit. The 
fighting qualities of the Latin Ameri- 
can soldier and officer are recognized 
as excellent. 

There appears to be an understand- 
ing among the Latin American envoys 
in Washington that the Latin Ameri- 
can ground forces, and the navies and 
air corps can handle subversive activi- 
ties. But if attacks were to be made 
from off either the Atlantic or the Pa- 
cific oceans, the United States’ assist- 
ance would be needed. In the mean- 
time Latin America can make a definite 
contribution to hemisphere defense if 
it will open its naval and air bases to 
American ships and planes, and if it 
will permit the construction of addi- 
tional bases. No secret is it that the 
United States wants a number of new 
locations from which to meet possible 
attacks. 

Brigadier General George V. Strong, 
U. S. A., said not long ago, that the 
Western Hemisphere was safe from 
invasion while the Panama Canal tre- 
mained open for the transport of the 
United States fleets, and while ag- 
gressor nations had no places in the 
New World where they might operate 
planes and naval ships. The canal is 
still open and, so far as we know, the 
Axis bases that once existed have been 
taken over by Latin American coun- 
tries. 


LATIN AMERICANS SHOULD DEFEND 
THEMSELVES 


Of course the problem of inter- 
American cooperation on land, in the 
air, and on the sea is not for public 
discussion. However, one angle of the 
situation may be mentioned; a military 
alliance of North American and Latin 
American soldiers. It is an important 
angle and maybe many persons will 
disagree with what I suggest. Still, 
one is entitled to his or her opinion 
and mine is that Latin American 


troops should not be compelled to fight 
alongside American troops unless to do 
so becomes imperative. 


My reason is 





that Latin America will be more satis- 
fied to have had its own troops put 
down Axis military aggression south of 
the Rio Grande. The Latin American 
soldier is brave and resourceful, and if 
properly equipped and if a General 
War Council in Washington were to 
devise and direct a campaign of action, 
he would efficiently handle whatever 
task was given to him. As for Latin 
American navies and air corps they, of 
course, will need the assistance from 
the United States. 

We should not overlook the fact that 
the Latin American soldier and his of- 
ficers are better acquainted with the 
terrain of each country than is possible 
for the soldier or the officer from the 
United States. The Latin American 
knows the jungles: when they are pen- 
etrable; when they are impassable. I 
have been through some of those jun- 
gles when it seemed impossible for a 
soldier-guide to distinguish one land- 
mark from another. Much of the fight- 
ing, if it occurs, will probably take 
place in eastern South America where 
the land is low. 

The transportation of Axis troops 
above a line drawn south of Ecuador 
to points just below Rio de Janeiro 
would be extremely difficult; while 
North and Northwest of Rio de Ja- 
neiro are thousands of miles of jungles. 
West of Rio de Janeiro, far up the 
Amazon, the Andes begin, and cross- 
ing them with soldiers would be a 
dangerous task for the Axis. 

Give the Latin American armies suf- 
ficient equipment, and support them 
with airplanes, and they should be able 
to take the measure of Germans, Ital- 
ians, and Japanese in southern South 
America. Meanwhile, Central America, 
northern South America, Panama, 
Mexico, and the Caribbean nations are 
close enough to the United States to 
be assured of naval and air assistance, 
and an adequate supply of equipment 
for soldiers. 


READY FOR ACTION 


It is safe to say that virtually all the 
Americas today are ready for action, 
some taking part in the war to crush 
the Axis forces of aggression, while 
others maintain armed forces on the 
alert for national defense. 














YOUR OFFICE EQUIPME} 


_ is aiding the Battle of Production 


 —keep it in fighting trim 


: . : m 
ose ae + a be te Ma to Poe ae 
PE GO eee SOR geeee rT ou ise Sat PORE ORR te 
SE i Ee ine. ie I a eas ie Ser is 




















ti lending speed to the obtaining of facts necessary 
to the management of essential industries, modern 
office equipment is playing a most important part. 
Automatic business machines are saving vital hours in 
the preparation of the plans, records, reports, orders, 
and analyses which help to guide, direct, and control 
the forward march of our war production. 


The continued efficient management of all impor- 
tant industries depends to a large degree on the steady 
and uninterrupted flow of accurate records. It, there- 
fore, becomes the responsibility of every office worker 
to see to it that all office appliances and machines are 
properly cared for and kept in first class condition. 


Remember, your office equipment is helping to win 
the battle of production. 
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Nine Latin American republics are 
at war: Cuba, Haiti, the Dominican 
Republic, Nicaragua, Costa Rica, Gua- 
temala, Honduras, El Salvador, and 
Panama. Nine Latin American repub- 
lics are marshalling their forces for at 
least national defense: Mexico, Co- 
lombia, Brazil, Venezuela, Ecuador, 
Peru, Bolivia, Uruguay, and Paraguay. 
Two Latin American countries are neu- 
tral: Chile and Argentina. 

Those Latin American republics at 
war and those strengthening national 
defense have increased their fighting 
forces, developed military airdromes, 
patrolled vital approaches to the Pan- 
ama Canal and possible invasion routes 
into the United States through the 
Caribbean Sea, and tightened restric- 
tions over aliens. 

Against Fifth Column activities those 
nations are considering four important 
points: (1) uniform frontier control, 
(2) protective measures to prevent 
sabotage in seaports and vital indus- 
tries, (3) exchange of information on 
subversive activities and (4) establish- 
ment of concentration camps. 

But leaving the question of military, 
naval, and air cooperation to the armed 
forces for further answer, other queries 
that interests us are, What are our pres- 
ent trade relations with Latin America, 
What are they to be after the war? 


IV—TRADE RELATIONS 


Today, for war purposes, we need 
many strategic materials that Latin 
America can supply: tin, nitrate, zinc, 
copper, tungsten, manganese, bauxite, 
and so on. In turn Latin America 
needs machinery to increase mining 
and agricultural production. Fortu- 
nately, both Latin America and the 
United States are in accord as to the 
desirability of such exchanges, al- 
though by exchanges I do not mean 
barter. 

Tomorrow, after World War No. 2 
shall have ended in a victory for the 
United Nations, two commercial prob- 
lems will face the United States: one, 
trade with Latin America under more 
normal world conditions; and, two, a 
revival of inter-American trade with 
Europe and the Far East. 

As we glance through the percent- 
age distribution of Latin American ex- 
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ports and imports among the three 
leading commercial nations of the 
world we discover that from 1932 
through 1940, Latin America’s exports 
to the United States averaged between 
29 and 44 per cent., while imports 
averaged between 29 and 52 per cent. 
Of course the two higher percentages 
were caused by loss of trade with Eu- 
rope. 

Latin America’s trade with Great 
Britain and Germany between 1932 


and through 1940 averaged . . . . ex- 
ports between 16 per cent. and 29 per 
coats wos. imports between 11 per 


cent. and 29 per cent. The lower per- 
centage was due to the loss of trade 
cut off by the war. The remainder of 
Latin America’s trade during the pe- 
riod I have mentioned was divided 
among other European countries, the 
Far East, and Latin American nations. 


COMPETING WITH UNITED STATES 


Latin America is dependent for in- 
come from the sales of raw materials 
many of which compete with those 
produced in the United States. For 
instance, cotton, wheat, sugar, petrol- 
eum, and meats. That has meant that 
large quantities of such exports have 
gone abroad. On the other hand, Latin 
America is dependent on outside na- 
tions for many manufactured articles, 
and that has meant that the United 
States, Great Britain, Germany have 
competed with each other to increase, 
or at least hold, their sales to the south- 
ern republics. 

Germany, previous to World War 
No. 2, used numerous devices to in- 
crease its trade with Latin America. 
German bankers cooperated with Latin 
American businessmen; Germans cul- 
tivated Latin American business by 
means of long time credits and reason- 
ably low prices for goods. The results 
were gratifying, for in such countries 
as Brazil, Chile, Peru, and Uruguay, 
Germany gradually forged ahead of 
Great Britain. Germany used the barter 
system and aski marks. How exten- 
sive German-Latin American trade 
might have grown is problematical, but 
I do know that the barter system left 
Latin American countries with no 
money to spend for goods from other 





nations: and the aski marks were val- 
ueless except in Germany. 


WHAT WERE WE DOING? 


What, you may inquire, was the 
United States doing between 1932 and 
through 1940? One answer is, wak- 
ing up to the fact that Latin American 
trade had to be wooed rather than told 
that it should come to the United 
States. Another answer is, trade rela- 
tions were bettered through a series of 
reciprocal trade treaties engineered by 
Secretary of State Cordell Hull. A 
third answer is, loans to Latin America 
for the development of highways, rail- 
ways, and non-competitive goods. 

Now as to what is to occur after 
World War No. 2, this must be fig- 
ured in the light of a victory by the 
United Nations. An Axis victory 
would take Latin America out of the 
picture, as far as the United States was 
concerned, although it is possible that 
the Latin American countries around 
the Caribbean would continue to trade 
with us if we could protect them and 
ourselves against Germany, Italy, and 
Japan. So let us figure that the Allies 
have been victorious and the world 
says to us, “Well, what now?” 

Probably there will be persons who 
will say that inter-American trade can 
continue regardless of other countries; 
others will say that to this established 
trade must be added Latin America’s 
non-competitive products; still others 
will say that we shall have to help Eu- 
rope; and, finally, there will be per- 
sons who will suggest that Latin 
America be further industrialized. I 
do not believe that inter-American 
trade can continue apart from the rest 
of the world. I do believe that Latin 
America must produce a number of 
non-competitive raw materials for sale 
here in the United States. I also be- 
lieve that we shall have to assist Eu- 
rope and that Latin America might 
reasonably be industrialized. 


CANNOT BAR EUROPE FROM 
THE NEw WorRLD 


In the first place inter-American 
trade could not continue indefinitely 
while Europe was barred from the 











New Wor!d. To do so would be to 
prevent Europe from recovering from 
the chaos of the World War, and 
would, in the long run, throw the bal- 
ance of trade in Latin America’s favor 
to such an extent that we would be 
ruined. That would be so because Latin 
America must sell more than it buys 
in order to prosper. In the second 
place, businessmen know this and 
would not attempt to commit the 
United States to bankruptcy. As for 
the production of non-competitive ar- 
ticles for sale in the United States the 
wisdom of such a move requires no 
argument. Such articles, among many, 
would include rubber, copra, quinine, 
and certain vegetable oils. As to the 
wisdom of industrializing Latin Amer- 
ica maybe a point or two in explana- 
tion is necessary. 

Industrialization would be directed 
primarily toward the cheaper line of 
goods like cotton articles, textile ma- 
chines, automobile parts. Such indus- 
trialization would not seriously hurt 
manufacturers here in the United 
States. It would hurt certain groups, 
that is true, but the United States, as 
whole, would be the gainer because 
Latin America would have more money 
to spend here in the North. Indus- 
trialization would mean more work for 
Latin American labor, and more work 
would mean better social conditions 
which, in turn, would mean increased 
production. Goods would be sold 
throughout Latin America and Europe, 
for there is a large amount of money 
in Latin America to purchase Latin 
American-made articles and, eventu- 
ally, there will be money in Europe for 
similar purchases. 


CAPITAL FOR LATIN AMERICA 


Suppose Latin America is to be in- 
dustrialized, how can it obtain the 
necessary capital. There are two meth- 
ods: one, outright loans; two, lend- 
lease credits. Straight loans would 
mean that Latin America would be re- 
sponsible only for interest on the loans 
until they became due, and could spend 
the profits from business wherever it 
saw fit. Lend-lease credits would mean 
that Latin America would have to buy 
the original consignments of machin- 
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Poo COPY Statistics 


Payrolls, Records, Tax Sheets, Notes, Charts 
Invoices, etc. In Actual, Reduced or Enlarged Size 


In the battle to produce more vital war materials . . . faster . . . Rectigraph is inval- 
uable to hundreds of concerns in speeding copying of vast amount of paper work entailed. 

This modern, efficient, accurate method of copying by photography produces exact, ac- 
curate, legible copies of anything written, printed, drawn, or photographed—-singly or in 
quantity at low cost. 

In the office, photo-copying increases efficiency . . . 
tive service ... saves countless time and money... 
valuable originals . . . and minimizes duplication. 

And, in the plant too, innumerable uses of photocopies are helping co-ordinate, control 
and expedite production. For example, photo-copying is excellent for copying blue prints 
when originals are not available. 

Reason enough for a thorough investigation of Rectigraph, the self-contained photocopy- 
ing unit that operates in full daylight . . . requires no darkroom. A sound investment now 
and for post-war business. Write for complete facts. No obligation. 
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ery here in the States, consequently we 
would not be the loser no matter what 
happened afterwards. 

What I have said is a broad gen- 
eralization on a complicated subject. 
The United States would not seem to 
have cause for worry over post-war 
trade with Latin America, for, not long 
ago, an American businessman return- 
ing after a visit to South America re- 
marked that on his arrival in a south- 
ern country the taxi that took him to 
a hotel was made in the United States; 
electric signs along the route adver- 
tized American-made articles like 
safety razors, soap, and radios; a type- 
writer behind the desk at the hotel was 
a Remington; the elevator carrying 
him to his floor was an Otis; the lock 
in the door of his room was a Yale; 
the fan inside the room was a Westing- 
house; and, although he did not say 
so, the half dollar-tip he gave the bell- 
boy was probably coined in the Phila- 
delphia mint. 


V—THE RIO CONFERENCE 


And so to the last topic; the Rio 
Conference. 

In Rio de Janeiro, the Ministers of 
Foreign Affairs of the twenty Latin 
American republics and the Under Sec- 
retary of State of the United States 
met, January 15, 1942, to discuss the 
question of hemisphere defense. The 
breaking off of diplomatic relations by 
all American countries was the fore- 
most thought in the minds of the 
United States delegation. 

Numerous conferences had been 
held since 1889 when James G. Blaine, 
Secretary of State, formally extended 
to the Latin American nations the idea 
of Pan American accord. Each meet- 
ing had made more or less definite 
contributions to the inter-American 
idea, such as codification of public and 
private international law, patents and 
copyrights, postal regulations, public 
health and sanitation, customs and con- 
sular procedure, monetary matters, 
communication and transportation, and 
the development of cultural and edu- 
cational relations. 

Three conferences had been held 
since the beginning of the World War, 
September 3, 1939. One at Lima, 
Peru, where the delegates declared the 
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solidarity of the American countries 
against threats from abroad; one at 
Panama where a neutral zone off the 
American coasts was established; and 
one at Havana, Cuba, where the pro- 
visional administration of European 
colonies in the Western Hemisphere 
was arranged. 

The United States may have been 
satisfied with the resolutions voted at 
the three conferences, but when Ger- 
many, Italy, and Japan declared war on 
the States the American Government 
knew that the time had come for Latin 
America to assume a positive role in 
the military drama. Secretary of State 
Cordell Hull extended an invitation to 
the Latin American republics to attend 
a meeting at Rio de Janeiro. The in- 
vitation was sent at the request of sev- 
eral southern countries. 


FivE Topics—BESIDE THE BIG ONE 


Rio de Janeiro is not only one of 
the loveliest cities in the world but one 
of the most entertaining. Rio in Janu- 
ary is like Washington in June, and the 
delegates from the twenty-one coun- 
tries might have found much to amuse 
them. Amusement, however, was not 
on the calendar, and with the briefest 
of opening ceremonies the delegates 
went to work. Five important topics 
were on the agenda, besides the break- 
ing off of relations with the Axis. Not 
necessarily in the order of their im- 
portance they were, (1) military, 
naval, and air cooperation, (2) pool- 
ing of economic resources, (3) money 
and equipment to increase Latin 
America’s armed strength, (4) ways 
for the transportation of economic re- 
sources and equipment, and (5) the 
establishment of a War Council in 
Washington. 

A detailed account of the proceed- 
ings is unnecessary because a complete 
story of the sessions appeared in the 
newspapers. However, it should be 
recalled, as a matter of record, that the 
conference was a “‘success” in spite of 
Chile’s and Argentina’s refusal to go 
along with the other American te- 
publics. 

Military, naval, and air cooperation 
between the United States and Latin 
America is already established; the 
pooling of economic resources has 





gone ahead as rapidly as materials 
could be spared and shipped north and 
south; and the establishment of a War 
Council in Washington has been af- 
fected. 

Only the high spots of inter-Ameri- 
can relations, and a few of many prob- 
lems the two continents have had to 
face have been touched upon. As for 
Latin America’s reactions toward the 
Axis I believe that the Nazi and Fas- 
cists elements are distrusted, and that 
the Japanese War Party is throughly 
despised. Some day of course Latin 
American relations with Germany, 
Italy, and Japan, will be resumed, but 
that cannot occur until post-war eco- 
nomic and financial measures have 
been affected. 


Post-WaR PAN AMERICANISM 


And what will be the relations be- 
tween Latin America and the United 
States? Probably no better or no worse 
at first. Why? Because war unnerves 
peoples, and the Americas will be too 
busy putting their own houses in or- 
der to bother much with cultural con- 
tacts. Later, no one may accurately 
say when, inter-Americanism can use 
the war as a foundation on which to 
build the Pan Americanism that Simon 
Bolivar sought in 1826. It was Pan 
American cooperation through a sym- 
pathetic understanding of one an- 
other’s problems. 

Inter-American trade will further 
pave the way for such an understand- 
ing because trade means money; money 
means opportunities for travel and 
study; travel and study means more 
and more contacts; contacts mean the 
widening of people’s visions; widen- 
ing of visions means better social con- 
ditions for the masses; better social 
conditions means increased output for 
trade; and trade, as I said, means 
money for all the things I have men- 
tioned. 

Latin America faces a world at war, 
but it does NOT face it alone. Latin 
Americans and North Americans at 
last have one purpose in mind: the 
elimination of the man who conceived 
the idea for the map that made its way 
a few months ago to the desk of the 
President of the United States. 
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sales for cash as the desirable pattern 
of compliance with Section 11 (b),” 
Commissioner Burke said. 

“Plans for the exchange of securi- 
ties held in a holding company’s pott- 
folio for senior securities of the hold- 
ing company, or plans of reorganiza- 
tion providing for the distribution of 
a holding company’s assets to its secur- 
ity holders, have seemed to us to be a 
more promising solution, on the 
whole,” Mr. Burke declared. 

The S.E.C. commissioner suggested 
that holders of senior securities of 
holding companies might prefer to re- 
ceive operating company equities in 
place of their “more speculative and 
less desirable holding company securi- 
ties.” 

Mr. Burke based the urgency of cor- 
porate simplification upon the needs of 
the operating companies to increase 
their generating and other facilities for 
the war effort. Further borrowing by 
these operating companies “‘can only 
tend to make holding company secuti- 
ties more speculative than they are to- 
day, unless the holding company struc- 
tures are simplified,” he said. 

“Under these circumstances, unless 
there are compelling reasons to the 
contrary, it would seem clear that our 
holding company systems should pro- 
ceed with the simplification of their 
corporate and financial structures with- 
out further delay,” the S.E.C. member 
declared. 


DEPARTMENT OF 
SIDE-STEPPING 
(Government Division) 


In their price-control article in the 
1941 Summer number of the Harvard 
Business Review, Leon Henderson and 
Donald M. Nelson stated: 

“It is to be hoped that our efforts 
at minimizing advances in living costs 
and avoiding the spectacle of unrea- 
sonably large increases in profits will 
be soundly interpreted by those respon- 
sible for wage policies.” 
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ONE-HAND KEYBOARD CONTROL 


On less modern calculators you'll find widely-separated 
control groupings which require lengthy hand and finger 
travel. Often two hands must be used. 
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and conveniently located under the finger-tips of one hand 
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FUNCTIONS AND TECHNIQUE 
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them. How many have been asked, 
“You're the controller, why didn’t 
you do something about it?,” when 
delegated authority did not cover the 
matter under discussion, and when 
the trouble had been pointed out but 
without result. 


“CONSERVATIVE DEGREE OF 
CONSERVATISM” 


Under the topic of Relations with 
Public Accountants, Mr. MacDonald 
implies that the McKesson and Rob- 
bins case centered the attention of 
comptrollers on certain phases of their 
responsibility and their work. This 
reminds me of a classic remark made 
here in Syracuse last year by a well 
known public accountant that the Mc- 
Kesson & Robbins case made no dif- 
ference in the practices of the good 
public accountant. I suppose the 
same might be said of controllers. 
But it is certainly true that the effect 
of this case was to provide stronger 
backing for the controller when help- 
ing the management decide matters 
of policy. 

At the same time, it has accentuated 
the natural difference in view point 
between public and private account- 
ants, with some of the former show- 
ing signs of going to extremes of con- 
servatism. Recent publications by 
some of the national accountants’ 
committees advocate departures from 
what have hitherto been regarded as 
sound accounting practices. The pur- 
pose seems to be to flatten out the 
profit curve. We cannot change the 
pattern of business by juggling the 
figures between years. Business moves 
in cycles. There are good years and 
bad years and to understate the good 
years so as to be able at some future 
date to overstate the bad years, does 
not at the moment appear to be good 
accounting. Those of us who at- 
tended the conference last fall will re- 
call Mr. May recommending that 
accountants adopt a “conservative de- 
gree of conservatism.” 

Today we have to deal with the im- 
pact of high taxes on our accounting 
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concepts. We are confronted simul- 
taneously with the need of making all 
possible tax savings and the need for 
sound accounting. It is becoming 
more difficult to issue interim reports 
to stockholders. 

If the government expects to raise 
nine billion in taxes and because of 
various wholesale changes in account- 
ing method such as last in—first 
out, accelerated depreciation, pension 
plans, and the like, the government 
raises only five billion, then still 
higher tax rates are necessary, prob- 
ably retroactive, and perhaps even in 
the form of capital levies, or more 
stringent treasury regulations, such 
as tighter restrictions on pension 
plans and the claiming of accelerated 
depreciation. 

These problems can best be solved 
by joint consideration from public 
accountants and controllers. 


PERFORMANCE BETTER THAN 
By-Laws 


A controller is a man who, being 
thoroughly versed in accounting and 
office methods, knows how to organ- 
ize an efficient record keeping depart- 
ment and obtain therefrom reports on 
all phases of the business; interpret 
these reports to the management, and 
make certain that the valuable infor- 
mation contained therein is not over- 
looked or misunderstood; assist the 
management, by use of the records, to 
chart a course for the future, and keep 
that chart revised as the changes in 
the records indicate the need for re- 
vision ; to do all this with unimpeach- 
able foundation in fact so that the 
truth cannot be denied, or the issue 
befuddled; to do it diplomatically so 
that he becomes a staff and not an ir- 
ritant. 

All controllers need to work to- 
gether and think together to build up 
by accomplishment a kind of per- 
formance that will fix their status 
more effectively than the best worded 
by-law ever could. 





It is not too early to mark the date 
of The Institute’s Eleventh Annual 
Meeting on your calendar, September 
21-23, 1942, The Palmer House, Chi- 
cago. | 
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“This system has always been in effect in 
this company, and we have found that it 
works very well both from the financial and 
sales department viewpoints.” 


WHEN CrepiT Is WELL-KNOWN 


“I believe the organization of a credit 
department should vary depending upon the 
nature of the business. 

‘In the case of our company, we are deal- 
ing with railroads and industrial concerns 
whose credit is usually well-known. There 
are less than a hundred principal customers 
and it is very practical to control all mat- 
ters of credit from one central point, which 
in our case is the general office. Our credit 
department is part of the secretary and 
treasurer’s office, and the work is performed 
by a single individual.” 

% * * 


“In our own case the credit department 
function in each of our divisions is under 
the supervision of the chief divisional ac- 
counting officer, who corresponds to the 
controller in the usual corporate structure. 
So far as my experience goes the most cus- 
tomary practice is to place this function un- 
der either the treasurer or the controller; in 
our particular case it is necessary that the 
function be performed at the divisional of- 
fices and as there are almost no financial 
functions at these offices and therefore no 
executive corresponding to the corporation 
treasurer, the responsibility falls naturally 
to the accounting officer. 

“There would seem to me to be two 
good reasons for placing the credit function 
under the treasurer or controller rather than 
under the sales department. In the first 
place the proper execution of this function 
requires a somewhat specialized knowledge 
which is not a necessary qualification for a 
sales executive, and in the second place 
there is obviously a danger that the sales 
executive may be influenced in his credit 
judgments by a desire for greater sales vol- 
ume. On the other hand there is some ad- 
vantage in having the sale department 
supervise the credit function in that the 
customer then has to deal with only one de- 
partment; this may be an important con- 
sideration, particularly in a business which 
deals with a relatively small number of 
large customers. Furthermore, a sales ex- 
ecutive who has to assume responsibility for 
the collection of the proceeds of his sales 
may tend to be somewhat more conservative 
and perhaps sounder in his thinking on 
sales policies and plans. 

“It does not seem to me that this question 
can be arbitrarily answered, although the 
weight of the evidence seems to be on the 
side of separating the sales and credit func- 
tions. However, where the sales depart- 
ment has demonstrated over a period of 








time its ability to handle the credit func- 
tion satisfactorily, or where operations are 
highly decentralized so that both sales and 
credits can be more economically and con- 
veniently spanned by one executive, it might 
serve no good purpose to insist on a dif- 
ferent.setup. I would think, however, that 
in such cases it would be desirable for one 
of the financial executives of the company 
to keep in touch with credit problems and 
act in an advisory capacity in fixing policies 
and making important decisions.” 


UNQUESTIONABLY THE DUTY OF THE 
TREASURER 


In the following letter, one of the 
members of the Committee seems al- 
most to present a summary of the fore- 
going quotations: 


“The question of supervision of the 
credit department should, in my opinion, 
be answered thus. 

1. Supervision of the credit department 
should be by the treasurer and not a sales 
executive. 

2. The credit departments are more fre- 
quently supervised by treasurers than by 
sales executives. 

“Certain conditions of personnel or of 
the sales department may dictate placing 
the supervision of the credit department 
with the sales executive rather than the 
treasurer. This is especially true in cer- 
tain organizations where the treasurer 
possesses only the qualifications of a 
cashier and bookkeeper, where credit 
terms are of great importance as a sales 
tool, or where the sales executive is an 
unusually capable administrative execu- 
tive. 

“Aside from these special conditions, 
supervision of credits is, in my opinion, 
unquestionably the duty of the treasurer. 
However, in certain instances where the 
duties of treasurers and controllers are 
not well defined or where there is a dif- 
ference in capacities, the credit depart- 
ment will be under the supervision of a 
controller. In my opinion, this is not the 
best arrangement. It should be considered 
an exception from a logical placement of 
responsibilities in an organization.” 


The Committee hopes that the in- 
formation submitted by its members 
will be useful. 





Each member of The Control- 
lers Institute of America is en- 
titled to have a certificate of mem- 
bership. 

Ask for yours if you have not 
obtained it. 
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WHAT ONE FAMILY 
(Continued from page 277) 











I know the head of Brookings Insti- 
tute, as thousands do, and everybody 
knows of the ability, competence and 
character of Senator Byrd. I have no 
doubt their reports contain facts and 
indications that would enable depart- 
ment officials to locate and abolish two 
billion dollars of non-defense expend- 
itures that have become unnecessary. 
Write your Congressmen, and keep 
writing. 


GOVERNMENT SHOULD SHOW THE 
Way 


But we cannot put off our anti-in- 
flation fight until we make the govern- 
ment itself thrifty. We must cut ci- 
vilian demand at once if we are to 
escape inflation. Price limits cannot 
long be enforced without rationing, 
yet rationing, by limiting available 
supplies of goods, can itself be a cause 
of the bidding up of prices. Can ra- 
tioning and ceilings be maintained and 
enforced ? 

Regulation W of the Federal Re- 
serve Board establishes a sort of selec- 
tive rationing of many consumers’ 
durable goods, washing machines, fur- 
naces, mechanical refrigerators and like 
durable goods. It requires larger down 
payments and shortens the time within 
which the installment buyer must pay 
up. That does not take money away 
from the would-be purchaser, but often 
it does put him short of enough money 
for the purchases he wants to make. 

But the history of attempted price 
controls and rationing in other lands 
and times is not encouraging. On Jan- 
uary 13 this year a London poultry 
firm was fined $21,500 for having sold 
more than 5,000 fowls above legal 
prices. The Saturday Evening Post of 
February 21 devoted three columns to 
an account of sales of goods in Great 
Britain at more than the minimum 
prices, and said that at one time or 
another probably 75 per cent. of all 
Englishmen had made such illegal 
purchases. It is estimated that the il- 
legal trading amounts to $500,000,000 
annually, and some Britons have de- 
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manded the death penalty for sellers 
in the “black markets.” Diocletian 
tried that 1600 years ago. 

Our own newspapers have lately re- 
ported the prosecution of an Indiana 
corporation upon allegations that it 
had understated its inventory of tires. 
If true, the intention must have been 
to sell the surplus unlawfully. In Jan- 
uary, 313 Bucharest merchants were 
tried at one time for violating the food 
control laws, and the Associated Press 
in London quoted a Swedish newspa- 
per report that Fritz Winkelman, an 
official of the economics ministry in 
Berlin, had been executed for offer- 
ing to sell food and clothing ration 
tickets. The newspapers of April 27 
reported that Eugen Hubing, manager 
of a big armament concern in Braun- 
schweig, and Karl Winterling, a fac- 
tory owner of Bamberg, had been sen- 
tenced to death for violations of the 
rationing and raw material control law. 

No, we cannot depend fully on the 
fear motive to restrict the demand for 
goods or to prevent sales beyond per- 
mitted quantities or at prices illegally 
high, and Dexter M. Keezer, Assistant 
OPA Administrator, has said recently: 
“We are losing the battle against in- 
flation.”’ 


How To WIN BATTLE AGAINST 
INFLATION ? 


What could we depend on? What 
would so curtail the demand for goods 
and merchandise and so limit prices 
that we could both win the war and 
save our economic organization ? 

I shall tell you. Maybe your own 
experience since you paid your income 
tax will have told you already. The pa- 
pers are full of Treasury suggestions 
for mopping up purchasing power. If 
you and I had less money, we should 
have to go without some of the things 
we have been buying. Right there, in 
taxation, it seems to me, is an indis- 
pensable means of avoiding enormous 
inflation and devastating collapse. 

Yes, the decisive part in the drama 
of inflation or sound business, yes na- 
tional defeat or victory, will be played 
by taxation. Have we the guts to take 
it? 

Half of our industrial output must 


¢ 


go for the war. Now, wars are not 
fought with money, it is just a con- 
venient means of acquiring the imple- 
ments of war. What is a hundred dol- 
lar bill worth in Corregidor? There 
is nothing to buy there. What the boys 
there want are shells, bayonets and 
tommy guns. 


War BONDS THE CURE-ALL? 


There are those who say that all 
these things, all the materials of war, 
must be furnished by people who have 
the means; and that is obvious because 
of course people without means can- 
not provide our forces with weapons 
or anything else. So, those of this 
school of thought say, it is unnecessary 
to issue bonds. The people with the 
means to buy them can turn those same 
means over to the government as taxes. 
In that way there could be no inflation, 
no war debt, no post-war speculation 
and no collapse like 1929. 

Few go that far, but of those of 
you whose means, like mine, are in 
securities that represent dollars, or who 
have largely provided with life insur- 
ance for those they will leave behind, 
do not want your families to live in 
undesirable neighborhoods, pinched 
for suitable food and clothes, you had 
better join my family, as we pray daily 
to whatever gods may be for more and 
more and more taxation. Next year 
taxes will be higher yet, and will hurt 
more. We shall have to give up many 
things—but long ago my family 
learned that going without is the only 
way there is to save. 


WIN THE WAR WITH TAXATION 


Can we succeed that way, win the 
war with taxation, save our business 
economy? I think we can. The Sec- 
retary of the Treasury knows how des- 
perate is the need and how heroic must 
be the treatment. If men like those 
who are met here today have the will 
power to accept taxation that will force 
them to drastic reduction of their ex- 
penses, prices will remain reasonable, 
inflation will not go too far, and 
America will recover her security. 

There is no time this evening to de- 
velop a tax program. There is only 
one tax everybody can agree upon, any- 
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way, and that is the tax the other fel- 
low pays. One argument, however, is 
advanced so frequently and accepted 
so generally that we must stop to con- 
sider it. It is that the Treasury tax 
proposals would so increase the income 
taxes of manufacturers and merchants 
as to drive them out of business, and 
so kill the goose that lays the golden 
eggs of revenue. A large increase is 
certain, and in our bank we hate to see 
it coming; but we have no idea that it 
will drive us out of existence. I have 
heard of individuals grown wealthy, 
who, retiring, have mentioned high 
taxes as the reason why they were get- 
ting out of business, but I do not re- 
call that I ever heard of a corporation's 
doing so. The very fact that it has in- 
come taxes to pay shows that it is op- 
erating at a profit, and nobody pro- 
poses to take all the profit. No, the 
income taxes will not kill the goose. 

Of course we can all agree that the 
suggestion of a fixed limit on profits, 
say six per cent., would lessen incen- 
tive to economy in manufacture, the 
incentive to do one’s best. It would be 
almost as bad as the cost-plus per- 
centage contracts that proved so costly 
in World War I. I believe that this 
is known in Congress, and that this 
vicious proposal will not be adopted. 
We can forget it for the purpose of 
our discussion this evening. 


A MILLION TIMES CHEAPER 
BOr WIN goes 


My family has its ideas—you have 
yours—as to how the government 
should raise the additional taxes we 
must pay to avoid all out inflation, 
whether with sales taxes, pay roll taxes, 
withholding taxes, taxes reimbursable 
after the war, or heavier income taxes. 
Shall we rely on some one of these or 
on a combination of them? It is per- 
fectly right that we express our views 
—forcibly. We see waste at many 
points of our war effort, and it is 
proper to criticise. Do not say, how- 
ever, that you will fight higher taxa- 
tion until the waste is cured. That is 
not the way republics work. And they 
ate foolish who would so vigorously 
oppose the types or incidence of the 
taxes the Treasury proposes as to slow 
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the program and perhaps decrease the 
proportion of taxes in the money raised 
for war. Better accept some extrava- 
gance in war time. We have never es- 
caped it. And better be taxed now be- 
yond what you have ever thought your 
limit was than to see the value of your 
estate expressed in 15 cent dollars. As 
Mr. Morgenthau has said: ‘It is a mil- 
lion times cheaper to win than to 
lose.” 


A QUESTION OF PATRIOTISM 


I was telling these things to a friend 
not long ago, how we should leave the 
markets to our army and navy and air 
men. “Why yes,” he said, “I hadn’t 
understood. It’s a question of patri- 
otism, isn’t it?” 

There, after all, is the clinching ar- 
gument. Do not buy that new suit, even 
if you can afford it after your taxes. 
Leave the wool for the army. You do 
not really have to paint and redecorate 
your house. Leave the lead and the 
workmen for defense. There seems 
plenty of food now, but do not buy 
more than you need. When we have 
5,000,000—maybe 10,000,000 men in 
the army, there will not be so many to 
produce food. Your economies may 
release men from stores and factories 
and farms to the army, men who in a 
sense have been working for you. You 
are an American, aren’t you? 

In fighting off inflation, Defense 
Bonds, War Bonds now, are a neces- 
sity, my family thinks, second only to 
taxes, and they ought to be first. I 
learned a lesson 24 years ago that I 
want to pass on to you. The Treasury 
was selling Savings Certificates, like 
the Defense Savings Bonds now. 
Frank A. Vanderlip, great banker and 
patriot, toured the country to stimulate 
their sale, and talked to a group in 
this very room. ‘Buy these Certificates, 
gentlemen,” he said, ‘and then save 
the amount they cost you.” We all got 
the idea. Savings Certificates, Savings 
Bonds, are just as inflationary as ordi- 
nary bonds, unless, in effect, you actu- 
ally pay for them with savings. If you 
just buy them with a check on your 
bank account you have only put pur- 
chasing power into the hands of the 
government to compete with you in 


297 








The May 
Number 
of 
“THE CONTROLLER” 


has been purchased in 
large quantities by con- 
trollers and financial of- 
ficers in all sections of 
the country. 


Members of The 


Controllers Institute of 
_ America have provided 


themselves with extra 
copies, priced at 50 
cents. 

The May number 
was the ‘““War Problems 
Issue’’—72 pages of 
specific information for 


controllers, valuable in 


handling their new 


problems. 

A few hundred copies 
are still available. ‘There 
will be no reprints. Get 
your extra copies now! 
Pass them through your 


_ organization! They will 


pay big dividends! 


“The Controller” 
One East Forty-second Street 


New York City 


| 














298 


the markets, and force up prices—the 
old, old way to inflation. But if you 
save the money to buy, or save an 
equal amount of money because you 
have bought, you have cancelled an 
equal amount of your own purchasing 
power. To that extent you and the gov- 
ernment are not bidding against each 
other for goods, and the bonds you 
buy are not inflationary at all. 

Mr. Vanderlip convinced us men, 
and Mrs. Vanderlip was even more 
effective with the women who enter- 
tained her upstairs. They served all the 
delicacies of the season, but Mrs. Van- 
derlip did not eat. Asked why, “This 
is not a war dinner,” she said. The 
ladies got the point—to win a first 
class war you have to deny yourself. 

As I have said, some inflation is un- 
avoidable. Not nearly all of the new 
bonds coming out of the Treasury will 
be paid for with savings. Prices will 
rise further, but if we civilians go all 
out for economy, inflation will not go 
to fatal lengths. It can be stopped, I 
think, short of the 1920 price level of 
248, and gradually we can beat back to 
prosperity. If we let prices get away, 
there will come a day when one in- 
flated business after another will blow 
up and conservative men like us, what- 
ever business we are in, will be carried 
down in the resultant disruption of 
our whole industrial and business or- 
ganization. It is for us to prevent that. 


REAL ESTATE AS A HEDGE 


Hedges? Not one is sure. Some 
common stocks will prove hereafter to 
have been good hedges at this time, if 
we could have picked them. Our fam- 
ily has looked the field over and has 
not bought. The war promises to be 
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long. Its vicissitudes have already af- 
fected unfavorably some of the corpo- 
rations whose stocks we had consid- 
ered. We are sure, too, that all corpo- 
rations will be more heavily taxed, and 
so far we have not been confident 
enough of the price future of their 
stocks to invest in any of them. 

There is nothing new under the sun. 
Last year there was discovered in the 
headquarters files of the revolutionary 
army an intercepted letter of a Tory 
informer, saying that he was going 
over into New Jersey to buy farms 
with his Continental Currency. I won- 
der whether he did. 

Now, more than a century and a 
half later, real estate is again sug- 
gested as a hedge against inflation. A 
number of men I know have bought 
farms. One of them, a Kansas City 
lawyer, came in the other day and 
asked my advice about selling his. It 
is a dairy farm in a near-by county, 
carrying itself but on his mind too 
much. I reminded him that real estate 
taxes might so increase as to wipe out 
his farm operating profit, and advised 
him to sell. 

But he and I went on talking, I ex- 
plaining that a considerable inflation 
was unavoidable and all-out inflation a 
possibility, if a remote one. My friend 
is a thinker, and acts promptly. With 
part of the money he gets for his farm, 
he is going to buy 50 acres or so of 
$50 land farther from the city, where 
he thinks that he, raised as a farmer, 
can wait out inflation. 

My folks are not farmers, but we 
have a few city houses, acquired in- 
voluntarily, and a hotel in an old 
neighborhood that came by bequest. 
Our bank stocks will always be worth 
the dollars they represent; and if the 
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dollars should Jose their value we 
think the houses and hotel would 
bring us enough rent to live on, after 
a fashion, although when we think 
what real estate taxes may be we are 
not sure. But if worst comes to worst 
we could live in the hotel and run it. 

And if we cannot find hedges, what 
does it matter, so we save America, 
“The last best hope of earth.” We can 
save our country with the program we 
have considered here. Buying defense 
bonds with our savings, welcoming the 
heaviest taxation as another means of 
saving materials and food for the army, 
navy and air, our defense of America 
shall prevail, and government of the 
people by the people for the people 
shall endure. 





CRITICISMS OF REPORTS 
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shown by the operating statements. But 
the number of items is increased which 
must be explained to the non-account- 
ing executive. It is necessary to show 
him by long explanations and demon- 
strations why the amounts appearing in 
the operating statement does not agree 
with the actual cost, that is, cash paid 
out. 

Second: Such expenditures in the 
main are sunk and non-recoverable, 
and have little or no value except as 
junk. Assuming a liquidation basis, 
the exclusion of such items from the 
operating statement and the inclusion 
in the balance sheet does not present a 
picture in line with true events. 

Third: Educational institutions are 
operated on budgets approved by the 
governing board. The usual budget is 
in great detail, specifying the amounts 
and items for which expenditures are 
approved and showing the amounts 
and items from which funds are to be 
received. 

As a practical matter, it is impossible 
to reconcile easily the difference in 
amounts for the same items shown by 
the original budget allotments, the 
monthly budget report, and the yearly 
financial statement. The budget shows 
the projected expenditures (or allot- 
ments) and the sources from which 
money is to be derived to pay these ex- 
penditures. The monthly budget state- 








ment shows the progress made toward 
expectations, that is, total encum- 
brances to date against each budget 
item and sources from which funds 
(money) are being obtained to liqui- 
date these encumbrances. The yearly 
financial statement of operations and 
balance sheet prepared or approved by 
the public accountant, on the other 
hand built up on an accrual basis, 
shows a different set of figures for 
many items. 

So, the president of the institution 
pays his money and takes his choice. 


THE BALANCE SHEET 


Balance sheets of colleges and uni- 
versities are constructed on the prin- 
ciples designed for fund accounting. 
An educational institution’s balance 
sheet, then, is really a series of fund 
balance sheets. These small sections 
(funds) are set up in balanced divi- 
sions, both asset and liability, in order 
to obtain a balance sheet for the whole 
institution. Here, in an educational 
institution's balance sheet, will be 
found the most heterogeneous con- 
glomeration of related and diversified 
items anywhere under the shining sun. 

A typical balance sheet will contain 
many of the following balanced sec- 
tions: (1) General (current) wznre- 
stricted operating funds; (2) general 
(current) restricted operating funds; 
(3) loan funds; (4) annuity funds; 
(5) endowment funds; (6) trust 
funds; (7) agency funds; (8) plant 
funds. Under each section (or fund) 
may be found one or more of the 
usual items of cash, accounts receiva- 
ble, bonds, stocks, mortgages, notes, 
accounts payable, inter-fund transfers, 
inventories, reserves or allowances, 
equipment, buildings, land, deferred 
charges or deferred income. The grand 
total of the small balanced sections, 
both assets and liabilities, then be- 
comes the total of the institution’s bal- 
ance sheet. 


GENERAL UNRESTRICTED AND 
GENERAL RESTRICTED FUNDS 


The most significant sections of the 
balance sheet is the general wnre- 
stricted funds and the general re- 
stricted funds. It is through these 


“funds” that the general purpose re- 
ceipts and expenditures pass. Money 
received from students’ tuition and 
fees, gifts, grants, and so on, go into 
this fund. Expenditures for general 
educational salaries, supplies, minor 
equipment, replacements, upkeep, op- 
eration and maintenance of the phys- 
ical plant, and the like, are paid from 
this fund. These are the funds through 
which take place the common or ordi- 
mary transactions of the institution, 
hence the name general fund. 

Many of the other sections of the 
balance sheet, such as loan funds, an- 
nuity funds, trust funds, endowment 
funds, or agency funds, are for closely 
restricted purposes. Expenditures can 
be made from these funds only for 
specific or limited things connected or 
allied with the institution. The ex- 
penditures are usually for the benefit 
of a specific function or object. On 
the other hand, benefits may be te- 
stricted to an individual or group of 
individuals. 

The plant fund section of the bal- 
ance sheet shows the unexpended sum 
on hand to pay for future construction. 
This section also shows the amount al- 
ready expended (sunk) for buildings, 
land, or permanent improvements. Un- 
less there is construction work-in-prog- 
ress, the “invested in plant” item will 
be most prominent. 

Some accounting authorities have 
maintained that the plant fund section 
is not properly included in the insti- 
tution’s balance sheet. This section, in 
general, is simply a record of past 
events. It is an accumulation of 
amounts spent (“capitalized”) for 
land, buildings, equipment, and other 
permanent improvements. Such figure, 
so they argue, has no bearing on the 
present financial status of the institu- 
tion. 

From a credit man’s standpoint, the 
plant fund as well as the other re- 
stricted or specific fund sections have 
little bearing on the credit position. As 
a rule, a university or college is unable 
to mortgage or encumber its educa- 
tional physical plant. If the buildings 
were constructed from the proceeds of 
gifts, the deed of gift may prohibit any 
plaster. Even when no legal obstacle 
arises, there is a great psychological 
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and moral deterrent because of the 
probable effect such action may have 
on prospective donors of future gifts. 
If it is a state institution, the state 
laws usually interfere. 

Recently there has appeared among 
colleges and universities a new method 
of financing special types of projects. 
Some private educational institutions 
and some institutions under state con- 
trol have resorted to revenue bonds 
for such non-educational activities as 
stadia, dormitories, student union 
buildings, or other so-called auxiliary 
enterprises. Sometimes these bonds 
have been issued by a corporation or- 
ganized for the purpose of erecting a 
specific building or carrying on a cer- 
tain activity. Nevertheless, these bonds 
in the minds of most purchasers will 
be associated with the full faith and 
credit of the institution. Such ma- 
neuvers are primarily legal dodges to 
circumvent the state laws. 
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ELIMINATION OF PLANT FUND 
SECTION 


It would appear that the accounting 
authorities desiring the elimination of 
the plant fund section from the bal- 
ance sheet have the weight of the argu- 
ment for their thesis; That the general 
(current) operating fund section is the 
most significant. It is the assets of the 
general operating section that must 
bear the ordinary run of institutional 
expenses and must shoulder the burden 
when other funds default or become 
exhausted. 

Perhaps educational institutions, in 
the construction of their balance sheets, 
have followed too closely the usual 
commercial form. There is even some 
indication that educational business of- 
ficers have been too much effected by 
CPA-itis and banker phobia. 


Financial RevivalIs Seen After War 
With Washington “Hub of World” 


Predictions that the war would be 
won more quickly than most expect, 
that the capital market might be all 
but wiped out in the next year or so, 
but would revive to do a tremendous 
job when the fighting ended, and 
that Washington would become the 
“hub of the world” after the victory, 
were made March 24 by Dr. Marcus 
Nadler, Professor of Banking and Fi- 
nance at New York University. 

At an educational meeting of the 
Association of Customers Brokers in 
the governors’ room of the New York 
Stock Exchange, Dr. Nadler dealt with 
the future of Wall Street. 

The new capital market, he said, 
was apt to be even less active than at 
present, with new capital more or 
less rationed, so that the greatest pos- 
sible amount might flow into govern- 
ment bonds; but after the war the 
market would be exceedingly active, 
with Wall Street supplying the needs 
of industry during the period of con- 
version back to peace-time activity. 

He said he expected the Govern- 
ment to retain its paramount position 


in building, farming and possibly 
transportation after the war but 
thought all other industries would 
call on Wall Street. 

Investment morale today is low, he 
declared, partly because of taxes and 
other fiscal matters, but largely be- 
cause of the course of the war. He 
expected that a great victory for the 
United Nations would have an im- 
mediate effect on the prices of equity 
securities. Profits in 1942, he thought, 
would be at least as high as those in 
1938, despite new taxes. He hedged 
this prediction by saying it was based 
on a war tax rate no higher than 55 
per cent. 

Dr. Nadler pointed to the many 
uses of capital after the war, especially 
by overseas subsidiaries of such cor- 
porations as Standard Oil, Shell 
Union and the Texas Corporation, 
which have lost installations worth 
$500,000,000 to $700,000,000 in for- 
eign countries. Companies of this type, 
with established credit, he said, should 
have no difficulty in finding the 
money to replace those plants. 


After the war, he said, the political 
picture would be much altered. Few 
of the cities in continental Europe 
would exert their pre-war influence, 
England would decline in importance 
as its colonies and dominions gained 
and Washington became the hub of 
the post-war world. 

The national interest of the United 
States, he said, would demand a strong » 
China and some loans certainly would 
be made to that country, primarily 
for building up its transportation 
system. Private capital, he added, 
would find other outlets for money 
to develop and to take advantage of 
the potentially great Chinese market. 


MACHINERY IS READY TO 
ENFORCE PRICE CEILING 


While the newly organized ma- 
chinery for enforcing the over-all price 
ceilings will not threaten business men 
with a “big stick” there is no question 
but that a number of concerns eventu- 
ally will be put out of business for 
violating the regulations, it was indi- 
cated by a spokesman for the Office of 
Price Administration in Washington 
recently: 

As in the instance of priorities viola- 
tions of regulations issued by the War 
Production Board, the early enforce- 
ment will be largely a matter of educa- 
tion, but after a business has had a 
chance to comply and if it persists in 
violations, it is promised that there 
will be a good deal of action. 
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REVIEWS of Recent Business Publications 


“FEDERAL FINANCES IN THE COM- 
ING DECADE: SOME CUMULATIVE 
POSSIBILITIES,” by Professor Carl Shoup. 
Columbia University Press, New York. 
1941. 121 pages. $1.00. 


One of the major criticisms that has been 
made of the work of the Treasury is that 
does not sufficiently emphasize the value of 
long-range planning; rather, is apt to think 
only from year to year. Professor Shoup, 
in this volume, takes up where the Treas- 
ury leaves off, and attempts to map out a 
long-range fiscal program. 

For the ‘coming decade” he estimates 
expenditures, tax receipts, and the rise of 
debt. He allows for five successive revi- 
sions in the tax structure, each contributing 
additional taxation. Although some of his 
guesses, or estimates, have already been 
outmoded by Pearl Harbor, his methods 
of approach and his assumptions are in- 
teresting and significant. 

Professor Shoup is concerned almost ex- 
clusively with the fiscal aspects of the 
problem, but he is nevertheless anxious that 
fiscal policy be used as a means of keeping 
prices from rising. It is possible, of 
course, to deal with the price problem 
solely through controls, but the cost would 
then be a complicated and comprehensive 
administration, regimentation, and a rap- 
idly growing public debt. The price prob- 
lem would be solved at the expense of the 
public debt. It would have been helpful 
if Professor Shoup had suggested the rel- 
ative contributions to be expected of taxes, 
controls, and monetary policy, if for no 
other ears than those in Washington, D. C. 

Professor Shoup, in dealing with the 
sale of government securities raises several 
interesting questions, such as: What is the 
magnitude of probable sales to institutions 
and individuals? What limitations are 
placed on sales by banking capital and cash 
reserves? What is the elasticity of sup- 
plies of loanable funds in response to a 
rise in the rate of interest? In particular, 
will the cost to the government of the rise 
in the rate of interest exceed the new 
money attracted by the increase of the rate 
on government bonds? His analysis of 
these problems reveals a more than super- 
ficial understanding of them. 

Concerning the limits on sales. of bonds 
to banks set by cash reserves and capital, 
Professor Shoup is possibly unduly wor- 
ried. The monetary authority can deal 
adequately with these problems, and the 
danger of rising rates of interest on the 
value of assets and hence on the adequacy 
of the capital structure can be averted 
through Treasury guarantees against depre- 
ciation of securities. Professor Shoup 
might be encouraged by the British experi- 
ence in the last two years: Vast drains on 
the capital market have been accompanied 
by a decline in the rate of interest on pub- 
lic securities. In nearly two years of war, 
the price of all fixed interest yielding securi- 
ties rose by almost 15 per cent. The 
demand for government bonds stems not 
only from existing supplies of money, but 
also from new supplies; not only from 


normal savings, but also from additional 
(or diverted) savings induced by higher 
incomes and limitations on spending for 
both consumption and capital purposes. 
Through a control of the supply of money 
and the demand for cash for spending, 
the government can assure the Treasury a 
reasonable rate of interest. And banks 
should not be guaranteed a rate in excess 
of the variable costs involved in absorbing 
additional public debt; and when outlets 
for cash increasingly are closed, private 
purchasers will be pleased with the oppor- 
tunity to purchase government securities at 
two per cent. 

On the whole, Professor Shoup’s alter- 
natives for increasing public revenues are 
quite sensible. He suggests under his first 
two alternatives large rises in the income 
taxes and other taxes on capitalist income; 
under the third, excise duties; under the 
fourth, manufacturers’ sales taxes; and un- 
der the fifth, payroll taxes. The respective 
additions to receipts for the year 1944, in 
which year total gains would be a max- 
imum, are under these successive alterna- 
tives $3.7, $1.3, $1.0, $1.3, and $0.8 bil- 
lion. Total revenue would then rise to 
twenty-one billion dollars in the fiscal year 
1944. At an income of $100 billion the 
total tax load for all governments would 
then be roughly 30 per cent. of national in- 
come. Professor Shoup may have under- 
estimated the tax potential in the excise 
field, and a greater increase in payroll taxes 
might be in order, to bring the rise of yield 
up to two billion dollars annually. Cer- 
tainly, however, Professor Shoup has per- 
formed an invaluable service in preparing 
this monograph, and while faults can be 
found with it, they are the faults of the 
pioneer. 


“INDUSTRIAL WAGE RATES, LABOR 
COSTS, AND PRICE POLICIES,” by 
Douglass V. Brown, Charles A. Myers, 
John A. Brownell, John T. Dunlop and 
Edwin M. Martin. Temporary National Eco- 
nomic Committee. Monograph No. 5. 
Washington. 1940. 172 pages. 


The wealth of valuable economic data 
available in business records, and the uses 
to which such data may be put, is forcibly 
brought to mind by this study, which should 
provide provocative thinking for control- 
lers as those principally responsible for 
the accurate compilation of this informa- 
tion. 

The experience of two paper companies 
and two cotton textile companies over the 
period 1936-1938 is analyzed in the first 
half of the monograph, as is the experience 
of two shoe companies for the years 1931- 
1938. The second half of the volume pro- 
vides a more exhaustive study of the In- 
ternational Harvester Company over the 
period 1929-1937. 

A great deal of information is made 
available on the movement of wage rates, 
unit labor costs, unit total costs, and prices, 
on the accounting procedures by which cost 
figures were derived, and on some of the 
factors which seemed to influence price and 
wage decisions. 
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Although the case studies tend to sug- 
gest conclusions rather than to outline defin- 
itive and invariable formulas, the dominant 
influence of overhead on the cyclical move- 
ment of total unit costs stands out clearly, 
particularly in the Harvester Company case. 
The role of costs in price formation seem 
to be essentially different in two major 
phases of the cycle. “This survey suggests 
that when sales are falling, business men 
commonly regard themselves as being forced 
to lower costs to conform to reduced prices 
and that, when business is improving, they 
think of prices as being raised to conform 
to higher costs.’ The question arises, from 
a practical standpoint, as to whether busi- 
ness men raise prices in recovery because 
their own costs have risen, or whether they 
are able to raise prices because the costs 
of other producers have risen sufficiently 
that all will concur in a price increase. 

Some of the firms studied show a sys- 
tematic deviation of average hourly earn- 
ings from wage rates over the course of the 
cycle, and an increasing secular deviation 
of unit labor costs from wage rates. The 
analysis of these deviations in the Harvester 
Company is particularly interesting. Changes 
in wage rates and labor costs seem to play, 
generally, a very minor role in price forma- 
tion. Few of the cases studied show any 
definite connection between the timing and 
magnitude of wage and price increases. 

While this study is limited to so few 
companies that it cannot be interpreted 
widely as being true of most companies, 
it must be remembered that the facts used 
by the authors were collected from the basic 
operating records of the firms, and are thus 
more reliable than purely vocal statements 
of price policies. 


“COST ACCOUNTING AND WORK 
MEASUREMENT IN THE FEDERAL 
GOVERNMENT,” by Irving Tenner, Sec- 
retary, Committee on Cost Accounting. Pub- 
lished by Municipal Finance Officers Asso- 
ciation of the United States and Canada, 1313 
East 60th Street, Chicago. A monograph, 
paper cover, 72 pages, price $1.00. 

This is the fourth of a series of bulletins 
prepared for the Committee on Cost Ac- 
counting. The purpose of the monograph is 
to describe cost accounting and work meas- 
urement methods employed by some of the 
federal agencies. It is not intended to be a 
critical study or an attempt to determine 
trends and appraise their significance; it 
merely describes prevailing practices. A chap- 
ter is devoted to each of the following de- 
partments: Agriculture, Commerce—Bureau 
of the Census, Interior, Justice, Navy, Post 
Office, War, Social Security Board, Treasurer 
and Labor and Independent Establishments 
—United States Maritime Commission, Na- 
tional Housing Agency, Federal Security 
Agency, and Veterans Administration Gov- 
ernment Utility Corporations, Government 
Printing Office, and Hospital Reporting to 
Bureau of the Budget. 

The descriptions are based on personal 
interviews, correspondence, accounting man- 
uals published by many of the departments, 
and other federal government publications. 


Reviewed by Harvey M. KELLEY. 
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“ESSENTIAL FACTS FOR FISCAL POL- 
ICY,” published by National Industrial 
Conference Board, New York City. 1941. 
135 pages. 


This volume presents, for the economist 
who today is studying the means of levying 
tariffs om national income for the war ef- 
fort, a rich source of fiscal information, 
some excellent studies of income, consump- 
tion and sales, and equally valuable sum- 
maries of tax and debt history. 

The National Industrial Conference 
Board, dealing with the problem of pay- 
ing for the war, would rely heavily on a 
rise of income tax brought about through 
a lowering of exemptions; this, of course, 
has been advocated by the Administration 
since this book appeared. The potential 
yield of corporation taxes seems to have 
been underestimated, however, although a 
final answer depends on the results of con- 
trols on corporate income. The Conference 
Board’s estimate is that the maximum avail- 
able draft on corporate income (prior to the 
1941 Act) was 1.6 billion dollars. The 
1941 Act has already increased the tax 
burdens on corporations by 1.4 billion dol- 
lars. Professor Hart estimates the corpo- 
rate tax base in the period just ahead at 
nine billion dollars (exclusive of inter- 
corporate dividends). This figure may be 
low, but the tax assessment is now only 
four billions. At higher income levels in 
1942, the rise of corporate taxation may 
well yield several billion additional. In 
1937, the distributable net income was 10.2 
billion dollars, cash dividends 7.3 billions, 
and taxes 1.4 billions. 

As a prophecy, the suggested limit of 
three-fifths to two-thirds for the excess prof- 
its tax seems too low. The American ex- 
perience in the last war and current British 
experience with 100 per cent. tax (and 
possible rebates of 20 per cent. in the post- 
war period) give an indication of the pos- 
sibilities. Business profits today being largely 
determined by government demand, with 
the assurance of a satisfactory market for 
the vast majority of market provisioners, 
some heavy excess profits seem called for. 
The Conference Board study may also have 
underestimated the possibility of taxes on 
luxuries. Unsatisfactory yield will be ex- 
plained by a factor not considered suffi- 
ciently by the Conference report—that is, 
the curtailment of production. 

Besides its study of the fiscal aspects of 
the problem, the Conference Board has 
estimated the amount of real resources 
available for the war effort, and the study 
as a whole combines enough of the facts 
on a pressing current problem to make it 
required reading for those interested in the 
formation of fiscal policies by our govern- 
ment in wartime. 


“BUSINESS STATISTICS,” by Martin A. 
Brumbaugh and Lester §. Kellog. Published 
by Richard D. Irwin, Inc., Chicago. 1941. 
913 pages. $4.00. 


Although this book is produced mainly 
for those wishing to interpret business sta- 
tistics, rather than for those who assemble 
and present them, controllers should find 
“Business Statistics” a readable introduc- 
tory volume to the science of statistics. 

The author emphasizes the less complex 
techniques of collecting, presenting, and 
analyzing business data, in an attempt to 
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give the reader a foundation upon which 
he may make his own interpretations of 
statistical materials. Mathematics do not 
enter the picture, beyond arithmetic and 
intermediate algebra, including series and 
the use of logarithms. The majority of 
business men and economists who have oc- 
casion to use statistics are not, as a matter 
of fact, helped by the symbolism and re- 
finements of the mathematical statistician. 

Considerable space has been devoted to 
those aspects of statistical method that are 
particularly pertinent to business and eco- 
nomics. Principles of sampling, the col- 
lection and tabulation of data, the use of 
graphs, and the treatment of time series 
make up the bulk of the text. Less atten- 
tion is given to averages and frequency dis- 
tribution than to trends, index numbers and 
cycles. The book includes a rich variety of 
illustrative matter that is not strictly “busi- 
ness statistics,’ for among the materials 
used for explanation or example are those 
referring to prices, wages, foreign trade, 
cost of living, the public domain, public 
health, straw ballots, accidents, marriages, 
air forces and postal receipts. 

The author quite properly points out the 
limits of the reliability of the various sta- 
tistical measures. It would not have been 
out of place, also, to have included some 
of the gross and flagrant examples of mis- 
leading graphic and pictorial representation 
abounding in popular business literature. 


“THE UNITED STATES GOVERNMENT 
AS PUBLISHER,” by Dr. Le Roy Charles 
Merritt. Published by the American Coun- 
cil on Public Affairs, Washington, D. C. 
1942. 


The Federal Government has not been 
keeping the American people sufficiently 
well informed of national problems and 
policies, states Dr. Merritt, flatly, in this 
report prepared by him as a member of the 
Public Documents Committee of the Amer- 
ican Library Association. 

The proportion of government expendi- 
tures devoted to the printing of public 
information has been declining steadily 
since 1900, “indicating a decline in the 
extent to which government agencies are 
able to report their activities to the peo- 
ple,” Dr. Merritt says. 

Federal functions, as measured by oper- 
ating expenditures, he adds, have increased 
four times as fast as has the amount of 
money made available by Congress for the 
publication of information. This despite the 
fact that an increasing public concern about 
the war and its effects has brought a sharp 
rise in the need for issuing official informa- 
tion. 

He asserts that Federal methods of dis- 
tributing published material have been in- 
adequate. 

It is, he says, “cause for some wonder- 
ment” that the Government Printing Office 
is able to sell only 24,000,000 pieces of 
published material a year considering the 
fact that it has 65,000 titles on stock and 
issues about 13,000 new titles annually. 

Although the legislative branch issues 
only about one per cent. of all government 
documents, he states, it spends more for 
printing than any government department. 

He finds that 583 documents concerning 
business were published in 1939 and of 
these 479 dealt with business statistics or 


with the reporting of information in which 
business is interested, fifty-seven dealt with 
business regulation and forty-seven with 
business theory and economics. 

He declares that the percentage of docu- 
ments reporting government research is in- 
sufficient in the light of more than $100,- 
000,000 of annual expenditures for such 
research. 


“BRANCH BANKING: ITS HISTORI- 
CAL AND THEORETICAL POSITION 
IN AMERICA AND ABROAD,” by John 
M. Chapman and Ray B. Westerfield. Har- 
per & Brothers, New York. 1942. 417 pages. 
$4.50. Mr. Chapman is assistant professor 
of banking at Columbia University and 
Chairman of the Economists’ Council for 
the Study of Branch Banking. Mr. West- 
erfield is professor of economics at Yale 
University and author of several well-known 
works on banking. 


“YOUR BUSINESS GOES TO WAR,” by 
Leo M. Cherne. Published by Houghton 
Mifflin Co., Boston. 1942. 504 pages. 
$3.50. 


The latest literary product of Mr. Leo 
M. Cherne, executive secretary of the Re- 
search Institute of America, is a timely one. 
In this book, Mr. Cherne furnishes busi- 
nessmen with a practical handbook on how 
to fit themselves into the nation’s war ma- 
chinery. 

By reading the compact facts in Mr. 
Cherne’s book, for instance, many of the 
businessmen who go to Washington and 
then complain of being “pushed around” 
by various government agencies could save 
valuable time and conserve their energy. 

The book answers in detail such ordinary 
questions as how to secure raw materials 
under rationing, priorities and allocations; 
what government agencies to approach and 
how; how to secure and perform govern- 
ment contracts; how to convert plants to 
wartime production, and so on. 

Mr. Cherne is well known in Washing- 
ton, D. C., as a lecturer at the Army In- 
dustrial College, and he is a member of 
the faculty of the School of Foreign Serv- 
ice of Georgetown University. 


“FEDERAL TRADE LAW AND PRAC- 
TICE,” by Henry Ward Beer. Published 
by Baker, Voorhis & Co., 30 Broad Street, 
New York City. 1942. 


Mr. Beer, an attorney experienced in 
both government and private practice, has 
made an exhaustive study here of the law 
and administrative practice of the Federal 
Trade Commission. 

In addition to detailed and annotated 
chapters on the organization and powers of 
the FTC, the work contains discussions of 
the development of policy and practice un- 
der the Robinson-Patman Act, the Wool 
Products Labeling Act, and the . Webb- 
Pomerene Act. The rights of business 
men with respect to these laws as well as 
with respect to the trade practice rules laid 
down by the Commission under its own 
powers are clearly set forth. Suggested 
procedures in various given situations are 
offered and are backed by cases which cite 
chapter and verse. 








Perhaps of equal or even greater value 
than the text is the appendix, which gives 
a complete compendium of forms needed in 
the handling of cases before the FTC and 
in other courts with respect to the FTC, 
the text of rules and laws under which 
the FTC operates, and tables of court cases 
and FTC complaints and orders. 

While the book will be of interest to 
controllers as business men, it is of espe- 
cial value to sales managers, purchasing 
agents, and to those who control competi- 
tive trade and price policies, through the 
discussion of the Robinson-Patman Act. 
Advertising directors, copywriters and 
others in the advertising field have a guide 
to the FTC’s precedents on false and mis- 
leading advertising, notably on the amended 
Food, Drug, and Cosmetic Act. Foreign 
traders will refer to the Export Trade Act. 
Textile executives will find an exhaustive 
study of the policy and practice of the 
Commission under the Wool Products 
Labeling Act. 


“TAX SYSTEMS’—Ninth Edition. Edited 
by The Tax Research Foundation, Chicago 
and New York: Commerce Clearing House, 
Incorporated. 390 pages, cloth. $8.75. 

In this book the leading tax authorities 
and specialists of The Tax Research Foun- 
dation present the biennial account of their 
painstaking task of compiling, analyzing, 
tabulating, coordinating and making a body 
of useful knowledge out of a mass of un- 
related facts and figures. The work is not 
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for profit—the collaborators give their time 
and effort, the New York State Tax Com- 
mission extends its invaluable direction, 
and the publishers lend their facilities for 
the publication of the work. To return the 
cost, the book lists at $8.75 a copy. 

This new Ninth Edition presents a com- 
prehensive and informative collection of 
tax facts and data which should be a foun- 
dation stone for every library on taxation. 

Reviewed by HARVEY M. KELLEY. 


“THE BUSINESS EXECUTIVE’S HAND- 
BOOK,” edited by Stanley M. Brown and 
Lillian Doris. Published by Prentice-Hall, 
Incorporated, New York. Second edition, 
revised and enlarged, 600 pages. $7.50. 

While this book does not deal with prob- 
lems of accounting, auditing, budgeting and 
the like, it will be of value, nevertheless, to 
controllers. Seventeen complete sections cover 
such subjects as business mathematics, busi- 
ness letters, selling by direct mail, adver- 
tising procedure, sales management, sales 
contracts and forms, purchasing procedure, 
business insurance, credits and collections, 
office management, dealings with debtors, 
types of business organizations, general 
partnerships, corporate law and procedure, 
corporate meetings, minutes and resolutions, 
and financial statements. 

Since the text matter represents the 
equipment of half a dozen ordinary books, 
this volume can be described as a quick- 
reference treasury of tested plans and meth- 
ods, designed to save time and energy for 
the business executive. 

Reviewed by Harvey M. KELLEY. 
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“DEMOCRACY, EFFICIENCY AND STA- 
BILITY,” by Dr. Arthur C. Millspaugh. 
Published by The Brookings Institution, 
Washington, D. C. 1942. 

This study, published May 11, examines 
the prospects for Democracy in the United 
States in the light of evolution and experi- 
ence, with particular reference to recent 
political, social and economic trends. 

Dr. Millspaugh undertakes a compre- 
hensive appraisal of American Government 
from the point of view of its ability to 
remain Democratic; to discharge efficiently 
its increasing economic, social and inter- 
national responsibilities; and to adjust it- 
self smoothly to changing conditions. He 
points out that the nation has numerous 
sources of encouragement and strength in 
its efforts to retain and extend Democratic 
rule. He maintains, also, that the concepts 
of democracy and efficiency are not neces- 
sarily contradictory, but that certain unfa- 
vorable factors have made realization of 
efficient Democracy more difficult. 

“Democracy demands that a free opin- 
ion shall control government,” the study 
declares, ‘but the vast increase in the num- 
ber of citizens who are directly dependent 
on government for all or part of their in- 
come has placed the freedom of public 
opinion everywhere in jeopardy. 

“When the point is reached where opin- 
ion can be manipulated or bought by office- 
holders so as to create and hold a majority, 
popular government is no longer really 
operating. Furthermore, the moral stand- 
ards that are essential to its revival and 
maintenance suffer widespread deteriora- 
tion.” 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America held 
May 27, 1942, the applicants named below 
were elected to active membership in The 
Institute: ; 


JAMES ANDREWS 
Breyer Ice Cream Company, Philadelphia. 


EarL R. BEAMAN 


Los Angeles Shipbuilding & Drydock Cor- 
poration, San Pedro, California. 


L. I. BOONE 
C. T. Dearing Printing Company, Louis- 
ville, Kentucky. 

JOHN P. BoyLeE 


John Wood Manufacturing Company, 
Inc., Philadelphia. 


J. STERLING Davis 


American Barge Line Company, Louis- 
ville, Kentucky. 


Epwarp J. DEAsy 
Personal Finance Company of New York, 
New York City. 

J. A. GooDson 
Hunt Oil Company, Dallas, Texas. 


ALBERT B. HALL 
Royce Chemical Company, Carlton Hill, 
New Jersey. 

THEODORE O. HOFMAN 
The Borden Company, New York City. 


JOHN Horvit 
Daly Bros. Shoe Co., Inc., Boston. 


Roy J. JOHNSON 
Baker Properties, Inc., Minneapolis, Min- 
nesota. 


PAUL S. KYGER 
Colgate-Palmolive-Peet Company, Jersey 
City, New Jersey. 


J. W. LERNER 


The Harshaw Chemical Company, Cleve- 
land. 


WILLIAM H. MACLEAN 
Curtiss-Wright Corporation, Louisville, 
Kentucky. 


EpwarpD D. Morris 
Sweet’s Steel Company, Williamsport, 
Pennsylvania. 


CHRISTOPHER P. VAN DYKE 


Iowa-Illinois Gas and Electric Company, 
Rock Island, Illinois. 


C. BURTON VERNOOY 
Scully Steel Products Company, Chicago. 


DEForrEST M. VOITSBERGER 
The S. S. White Dental Manufacturing 
Company, Philadelphia. 

FREDERICK. A. WAECHTER 
The Gray Manufacturing Company, Hart- 
ford, Connecticut. 

SHERMAN M. WYMAN 
Rheem Manufacturing Company, Rich- 
mond, California. 





Election of the 20 new 
members named above 


brings the total mem- 


bership of The Institute 


to 


NO COMPANY MEMBERSHIPS 


There are no company member- 
ships in The Controllers Institute 
of America. 

All memberships are on an indi- 
vidual, personal basis. They are 
bestowed upon individuals only 
after they have made available to 
| the Admissions Committee infor- 
mation concerning their personal 
qualifications, positions and re- 
sponsibilities, which indicates that 
they meet the high standards of 

eligibility established by The Insti- | 
| tute. | 

There is something of the pro- | 
fessional atmosphere about con- 
trollership, which is conveyed by | 
membership in The Institute. 

Memberships are not transfer- 
able. Once a controller has been 
elected a member of The Institute 
he may retain his membership in- 
definitely, no matter what changes 
may take place in his business con- 
nections or responsibilities. 
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PERSONAL NOTES 


Mr. Edward B. Millar has been elected 
president of the Union City (New Jersey) 
Rotary Club. Since March, 1935, he has 
been the controller of Yardley of London, 
Incorporated, and in April, 1942, was ap- 
pointed secretary-treasurer and director of 
the company. He is a member of The Con- 
trollers Institute of America, New York City 
Control, and holds certificate number 829. 


Two members of the San Francisco Con- 
trol are now on leave of absence and are 
engaged in war service. Captain R. H. Well- 
ington is assigned to the Ordnance Depart- 
ment. He had previous service in this de- 
partment, having been six years in the 
Philippines. He is on leave of absence as 
treasurer of the California Ink Company, 
Incorporated, for the duration of the war. 

Captain Ellsworth Brokaw is attached as 
Captain and Adjutant in the Air Corps. He 
served with the Eighth Division during the 
last war. He has leave of absence as assistant 
controller of the Crown-Zellerbach Corpora- 
tion. 


Mr. E. A. Berry, treasurer of Koppers 
Company, Pittsburgh, has been elected to 
the board of directors of the company. He 
joined Koppers Company as a bookkeeper 
in 1914 and was made successively chief 
clerk to the treasurer in 1916, auditor in 
1927, assistant treasurer in 1939, and treas- 
urer in 1940, when he succeeded Mr. S. T. 
Brown, who retired because of illness. Mr. 
Berry joined The Controllers Institute of 
America on March 26, 1934. His certificate 
is Number 261. He served as vice-president 
of the Pittsburgh Control for the fiscal year 
1936-1937, and as president of the Control 
for 1937-1938. 


Mr. H. W. Woodruff was elected treas- 
urer of Cluett, Peabody & Co., Inc., at a 
regular meeting of the directors recently. 
He succeeds A. R. Joy, former secretary- 
treasurer, who has resigned as treasurer 
in anticipation of his approaching retire- 
ment. Mr. Joy will retain temporarily, 
however, his position as secretary and a 
director of the company. Mr. Woodruff, 
former controller, is a member of the 
board. He has supervised office proced- 
ure in various branch offices of the com- 
pany. He started as a bookkeeper in 
1922 in what was then the New Orleans 
office. 


Mr. O. H. Ritenour, formerly assistant 
treasurer of the Washington Gas Light 
Company since 1933, was elected recently 
controller of that company. All of his 
accounting work has been in the public util- 
ity field, and he has been prominently iden- 
tified with national accounting organiza- 
tions. He has been a member of The 
Controllers Institute of America since Febru- 
ary, 1939, and for the past year has been 
president of the District of Columbia Con- 
trol. 
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Two members of The Controllers Insti- 
tute of America have been promoted re- 
cently by the Phelps Dodge Corporation, 
New York City. Mr. George R. Drysdale, 
formerly secretary and controller, has be- 
come a vice-president and will continue as 
secretary. Mr. J. Mills Hawkins, formerly 
assistant controller, is now controller. Mr. 
Drysdale is a director of The Institute, hav- 
ing been a member since September, 1934. 
Mr. Hawkins joined The Institute in the 
same month. 


MEETINGS OF CONTROLS 


BALTIMORE 


Topic: “TRAINING PERSONNEL IN 
WAR TIME” 

The meeting of the Baltimore Control on 
May 13 at the Lord Baltimore Hotel was an 
interesting one and was well attended. Mr. 
Arthur R. Burbett, First National Bank, 
president of the Control, presided and an- 
nounced that the Annual Meeting of the 
Control will be held on June 10 and will be 
devoted to a social get-together and discus- 
sion of plans for the coming year. He has 
appointed a nominating committee, and 
election of officers and directors will take 
place at the meeting. 

The topic of the evening was “Training 
Personnel in War Time” and was graphi- 
cally presented by Mr. Joseph Bartulis, per- 
sonnel director, Owens Illinois Can Com- 
pany. He built his address around the simple 
plan of training employees which is being 
used by many leading companies engaged in 
war work, and which comprises four main 
steps: preparation, presentation, perform- 
ance or tryout, and followup. He assumed 
the role of instructor and illustrated each 
step by putting several members through 
the paces. His remarks were highly inter- 
esting and were enthusiastically received. 


CLEVELAND 


Topic: “REORGANIZATION UNDER 
THE SEVERAL REVENUE ACTS” 

The May meeting of the Cleveland Con- 
trol was held in the Green Room of Hotel 
Cleveland on May 12. 

Speaker for the occasion was Mr. Leo H. 
Hoffman, member of the New York Bar, 
the Bar of the Supreme Court of the United 
States, as well as that of numerous Circuit 
Courts of Appeal. He has specialized on 
taxes for the past 26 years and has written 
numerous articles on tax problems. For 16 
years he was a senior member of the firm of 
Kix, Miller, Baar & Hoffman, in charge of 
the New York City office. During that 
time the firm created and edited the Com- 
merce Clearing House, Federal Tax Serv- 
ice. 

Mr. Hoffman spoke on “Reorganization 
Under the Several Revenue Acts,’ address- 
ing himself particularly to step transactions 
and to what is form and substance. 


CINCINNATI 
DINNER MEETING 


The Cincinnati Gas & Electric Company's 
Cafeteria was the scene of a special dinner 
meeting of the Cincinnati Control May 12. 
Plans for the Mid-West Conference of Con- 
trollers were completed, and the annual 
June outing was discussed. 


DETROIT 
ROUND-TABLE DISCUSSION 


A round-table discussion was the high- 
light of the May meeting of the Detroit 
Control held in the Salle-Detroit Room of 
the Hotel Statler May 13. 

Mr. Walter J. Gerick of Socony-Vacuum 
Oil Co. and Mr. Harold W. Wurster of the 
Murray Corporation of America opened the 
discussion of “What Are You Doing to 
Meet the Loss of Employees in Your Ac- 
counting and Financial Departments and 
How Far Are You Going in Reducing 
Routine?” 

Mr. James B. Fenner of the Electric 
Auto-Lite Company guided the discussion 
of the problems involved in “Handling Out- 
side Machine Work from an Inventory and 
Cost Standpoint.”’ 

A “Forecast of Next Year's Problems” 
was given by Mr. Kenneth B. Coates of 
Great Lakes Steel Corporation and Mr. 
F. A. Buchda of the Eaton Manufacturing 
Company. 

It was announced that Mr. O. J. Gurwell 
had been appointed chairman of arrange- 
ments for the meeting in Cincinnati on May 
17-18. 


HARTFORD 


Topic: “ACCOUNTING REQUIRE- 
MENTS AND COSTS UNDER THE 
VARIOUS TYPES OF WAR CON- 
TRACTS” 
The monthly meeting of the Hartford 
Control was held May 14 at the City Club. 

The meeting was led by Major Wilkes, 
Finance Officer of the Hartford Ordnance 
District, and Mr. A. D. Patterson, Chief 
Accountant of that office was present. 

One of the subjects discussed under the 
general topic, “Accounting Requirements 
and Costs under the Various Types of War 
Contracts,’ was the allowable costs under 
the various types of contracts, such as fixed 
fee and re-negotiated types and O.P.A. re- 
ports. The procedures for handling govern- 
ment reimbursements for facilities acquired 
was also discussed. 


KANSAS CITY 


Topic: ‘‘NEW TRENDS IN AC- 
COUNTING THEORY” 

May 11 was meeting time last month for 
the Kansas City Control whose members 
met at the Kansas City Club. 

Dr. Carl T. Devine, Instructor in Ac- 
counting at the University of Kansas City, 
addressed the group on “New Trends in 
Accounting Theory.” 
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Dr. Devine is the author of a new book, 
“Inventory Valuation and Business In- 
come,” published in May by the Ronald 
Press Company. 


MILWAUKEE 


Topic: “HUMANIZING THE BAL- 
ANCE SHEET AND OPERATING 
STATEMENTS” 

Monthly meeting of the Milwaukee Con- 
trol was held May 12 at the University 
Club. 

Professor Fay Elwell, Director of the 
School of Commerce, University of Wiscon- 
sin, spoke on “Humanizing the Balance 
Sheet and Operating Statements.”’ 

Election of officers took place at the 
close of the meeting. 


NEW ENGLAND 


Topic: “TAXATION PROPOSALS” 

A meeting of the New England Control 
was held April 28 at the Providence Bilt- 
more Hotel, Providence, R. I. 

Mr. Cyrus B. King, Editor-in-Chief of 
Prentice-Hall, Inc. of New York, spoke on 
“Taxation Proposals.” 

Mr. Harvey Kelley attended the meeting 
from National Headquarters and told the 
group of the work being done by the Con- 
trollers Institute of America. 


SAN FRANCISCO 


Topic: ““GENERAL MAXIMUM 
PRICE REGULATIONS” 


The San Francisco Control met May 19 
at the St. Francis Hotel. 

Mr. John T. McTernan, Principal At- 
torney of the Legal Section of the Office of 
Price Administration, spoke on “General 
Maximum Price Regulations.” 


ST. LOUIS 


The St. Louis Control had a surprise pro- 
gram when it met at the Missouri Athletic 
Club May 25th. 


TWIN CITIES 
Topic: “RATION PROBLEMS” 

The monthly meeting of the Twin Cities 
Control was held at the St. Paul Athletic 
Club May 5. 

Mr. Theodore G. Driscol, State Rationing 
Administrator, discussed ration problems. 
He gave the latest information on the ra- 
tioning of automobiles, tires, sugar and the 
many other items which are now being ra- 
tioned or which will soon be on the ration 
list. 

The discussion was followed by an open 
forum on personnel problems. Those who 
took part were Messrs. H. P. Buetow, S. L. 
Angle, F. J. Hickling, P. H. Wernicke, 
and F. E. King. 











INSTITUTE ACTIVITIES 





NEW YORK 
Topic: “COMPANY PENSION PRO- 
GRAMS AND  EMPLOYER-EM- 
PLOYEE RELATIONS” 
The New York City Control met May 
21 at the Shelton Hotel. 
Mr. E. D. Hackett spoke on ‘Pension 
Plans and Problems of Employer-Employee 
Relations.” Mr. Hackett is a member of 


the staff of Industrial Relations Counsel- 
lors, Incorporated, a non-profit organization 
devoted to research and counseling on 
problems of employer-employee relations. 
His address dealt with company programs 
and gave consideration to the fundamen- 
tals and objectives of plans covering sick- 
ness, unemployment, superannuation, and 
death. 


An American Achievement...a Calculator 
that is so completely automatic that all 











| Positions Wanted | 





Executive Accountant or Cost Account- 
ant—Works Manager 


For the past five years in his present 
position, this man has had general super- 
vision of office and accounting personnel 
—104 employees—including cost, pay- 
roll, inventory, timekeeping, and account- 
ing departments and procedures. He in- 
stalled and supervised monthly profit and 
loss accounting for foundry with bonus 
plan for waste reduction; machine ac- 
counting on payables, receivables, inven- 
tory and payroll records; priority records 
and procedures. 

Previous experience was with medium 
sized industrial corporation as auditor 
and works manager; installed and super- 
vised extensive plant alterations includ- 
ing purchase of machinery and equip- 
ment for profitable operations, inventory 
controls, planning and time study (Be- 
deaux), budgets for manufacturing oper- 
ations. Married, 48 years old, accountancy 
graduate, mechanical engineering course 
in Lowell Institute—M.I.T., any location, 
salary moderate. Address Number 384, 
“The Controller.” 





Accountant Executive 
Wishes to serve national war indus- | 
try as management executive, available | 
immediately; excellent banking con- 
tacts; experienced manufacuring con- | 
troller, treasurer, financing, taxes; earn | 
$8,000. Address ‘“The Controller,” Box | 
Number 340. 








USED MACHINERY 
WANTED 


mental and physical effort is eliminated 
from its operation. Created by American 
designers and engineers to fulfill every 
need in modern business and scientific 
requirements. Demonstration proves this. 


Wanted—For cash, or 
to rent—one electric Im- 
printer for dating and 
imprinting continuous | 
forms, and one electric | 
_Burster for separating | 
and trimming continu- 
_ ous forms; or— 
_ A combination of 
both operations in one 
machine. Address Box | 
385, “The Controller.” 


Fridén Automatic Calculators are Sold and Serviced by a 
Factory trained personnel in over 250 Company controlled 
Sales Agencies throughout the United States and Canada. 





CALCULATING MACHINE CO. INC. 


SALES AND SERVICE IN ALL PRINCIPAL CITIES 
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INSTITUTE ACTIVITIES 








Institute's Tenth Year Book Reports 
Anniversary Proceedings 


Members of The Controllers Institute of 
America have received their copies of the 
Year Book—the 1941 edition. It is a book 
of 224 pages. 

This year’s book is entirely different than 
any preceding number. It is the tenth in the 
series issued by The Institute, the first hav- 
ing been that of 1932, which recorded the 
proceedings of the First Annual Meeting, 
held in September 1932. The latest book 
presents the proceedings of the Tenth An- 
niversary Meeting, which took place in 
September 1941. 

One respect in which this latest Year 
Book differs from earlier ones is that this 
book does not contain the papers and ad- 
dresses which were presented during the 
Tenth Annual Meeting. That material was 
published separately in December 1941. 

Another change which has been made in 
this year’s book is in the form of presenta- 
tion of the Directory Section. A different 
typographical dress, which makes it much 
easier than before to consult the lists of 
names, has been adopted. The alphabetical 
list of names of members numbers 49 pages. 
A similar list in the first year book did not 
quite fill five pages. 

This particular issue in the series of Year 
Books is of special interest because it con- 
tains the historical and review material 
which was developed in observance of the 
Tenth Anniversary of the founding of The 
Institute. 

To members of long standing it will be 
of interest because it will bring back to 
them memories of early activities and con- 
ditions, and bring out in vivid contrast con- 
trollership’s standing as of today as com- 
pared with that of just a few years ago. 

To members of more recent standing it 
will serve to give a picture of the diffi- 
culties which controllers encountered dur- 
ing the period when they were developing 
controllership, and earning the respect and 
confidence of the business public and of 
governmental bodies which this calling en- 
joys today. 

The series of ten issues constitutes a most 
interesting record of the formation and 
growth of the organization. Members who 
have joined The Institute in late years may 
wish to complete their sets of Year Books. 
Copies of the 1935 and 1936 Year Books 
are scarce. However, it may be possible to 
obtain isolated copies from other members 
who may be willing to part with them. 
Copies of the Year Books for all the years 


except those mentioned may be had by 
members at small cost. 

Circulation of the Year Books is confined 
as a general practice to members of The 
Institute. Each year a number of members 
purchase extra copies for donation to li- 
braries and universities in their cities. The 
1941 Year Book is priced at $2 for that 
purpose. 


PERSONAL NOTES 


Mr. Edward M. Karrmann has just been 
elected treasurer of his company, American 
United Life Insurance Company, Indian- 
apolis, Indiana. He is a graduate of Indiana 
University and entered the service of the 
company on July 1, 1925. He served as 
chief accountant from 1931 to 1936, when 


he was named controller. In February 1941 
he became assistant treasurer. He is a mem- 
ber of The Controllers Institute of America 
and was the first president of the Indian- 
apolis Control in 1939-1940. 


Mr. C. R. Macfarland, a member of The 
Controllers Institute of America, was re- 
cently appointed treasurer of The Schlichter 
Jute Cordage Company, Philadelphia. 


Mr. R. F. Ashenfelter, controller and as- 
sistant treasurer of the Joseph Horne Com- 
pany, Pittsburgh department store, has been 
appointed director of the Office of Price 
Administration for Pennsylvania. Such is 
the recent announcement by Leon Hender- 
son, administrator. The state O.P.A. office 
will be located in Philadelphia. Mr. Ashen- 
felter is a member of The Controllers Insti- 
tute of America—Pittsburgh Control. 


Office Managers’ Conference 


The National Office Management Asso- 
ciation announces its annual conference 
for June 8, 9, and 10 in Atlanta, Georgia. 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


Sncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 
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LETTERS FROM CONTROLLERS ~ 








APPRECIATES SPEED IN 
REPORTING ADDRESSES 


Mr. ARTHUR TUCKER, Managing Director 

I have read all the articles in “The Con- 
troller” for May, and wish to congratulate 
you and your staff on the splendid job 
which you have done in getting out this ma- 
terial to the membership so quickly after it 
was presented to them at the spring con- 
ference. I was particularly impressed by 
Mr. Donaldson’s paper and by Dr. Spahr’s 
economic analysis. 

Doubtless you will receive many con- 
gratulatory letters on this issue of ‘The 
Controller,’ which well merits that kind of 
consideration. 

HAROLD C. SToTT 
Philadelphia 


COMMENDS MAY ISSUE TO 
ACCOUNTING OFFICERS 


Epitor, “The Controller’ 

The May issue of “The Controller” is 
verily a patriotic one. In the language of 
an old conundrum, it can be said of it that 
it is “blue and white and ‘red’ all over.” 

That covers my viewpoint thoroughly, for 
I did read it from cover to cover and com- 
mend it for similar treatment to every ac- 
counting officer. Its discussion of war prob- 
lems is timely and helpful as well as patri- 
otic. 

D. H. SCHULTZ 
Leeds & Northrup Company 
Philadelphia 


DEFINITE CONTRIBUTION TO 
WAR EFFORT 


Epitor, ‘The Controller’ 

It is rather embarrassing for me as Chair- 
man of the War Conference of Controllers 
to write concerning the May 1942 issue 
of “The Controller,” which presents the 
speeches of this conference. However, con- 
gratulations to you are certainly in order 
for the prompt presentation of this material, 
which we are all convinced is a very definite 
contribution to the War effort and all its 
attendant problems. 

Mr. Donaldson’s introduction is a very 
real summarization of control and fiscal off- 
cers’ problems today. Knowing the demand 
at the meeting for Mr. Kilduff’s Sixteen 
Points, I am sure it will be a pleasure and 
undoubtedly a money-saver for many fiscal 
officers who will have the opportunity to 
read and digest his article. 

Again congratulations for your handling 
of this conference and its presentation to 
the controllers of this country in general. 

GEORGE J. THOMAS 
National Fireworks 
West Hanover, Massachusetts 


APPRECIATES PROMPTNESS 
AND THOROUGHNESS 
Mr. ARTHUR R. TUCKER, Managing Direc- 
tor 


Have just finished reviewing your May 
issue of “The Controller’ and want to 


compliment you on the promptness and 
thoroughness with which you have covered 
the conference in New York on April 13. 
Clearly it is a very useful issue. 
ELMER L. MACK 
Weston Dodson & Company, Inc. 
Bethlehem, Pennsylvania 


CONGRATULATIONS ON IMPROVED 
COVER 


Mr. ARTHUR R. TUCKER, 
Managing Director 


The May, 1942 issue of “The Controller” 
just arrived, and I want to congratulate you 
upon the very much improved cover and the 
character of the material in this particular 
issue. 

The report of the address by Mr. Werntz 
is particularly timely, but I am sure the same 
can be said of all the other articles too. 
Please send me another copy of this issue, 
and toward that end I enclose our check for 
50 cents. 

A. U. HUNT 
Jewel Tea Company, Inc. 
Barrington, Illinois 


GOLD MINE OF INFORMATION 
IN MAY ISSUE 


Mr. ARTHUR R. TUCKER, 
Managing Director 


I have reviewed the May, 1942 issue of 
“The Controller’ from cover to cover and I 
cannot resist complimenting you and your 
organization on the outstanding job. It con- 
tains a gold mine of information and should 
be of extraordinary value to the members 
and their assistants in carrying out their re- 
sponsibilities under the challenge of present 
conditions. 

The remark has been made to me re- 
peatedly that “The Controller’ is probably 
the most outstanding publication in the field 
of accounting and management, and the May 
issue particularly is a further contribution to 
the reputation which you are building. My 
most sincere congratulations. 

THOMAS L. EvANS 
N. S. Snellenburg & Company 
Philadelphia 


PERSONAL NOTE 


Directors of Procter and Gamble Com- 
pany announced on May 28 the election 
of Mr. Kelly Y. Siddall, chief accountant, 
to the office of controller to fill the vacancy 
caused by the death of Mr. William R. 
Huber. 

Mr. Siddall, who is a graduate of the 
College of Engineering, University of Cin 
cinnati, joined the Procter and Gamble 
Company in 1926. He was secretary of the 
Cincinnati Control for the past season 1941- 
1942 and is the newly elected vice-president 
of the Control for 1942-1943. He joined 
the Controllers Institute of America in Au- 
gust 1938. 
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WILLIAM R. HUBER 

William R. Huber, controller of 
Procter and Gamble Company, Cin- 
cinnati, died of a heart attack on May 
17 at home on Compton Road, Wyo- 
ming, Ohio. He was a member of the 
Cincinnati Control and had planned 
to attend the Midwest Conference of 
The Institute, which was held in Cin- 
cinnati on May 17 and 18. 

He was a graduate of the College 
of Engineering, University of Cin- 
cinnati, and had been a resident of 
Greater Cincinnati for twenty-four 
years. He became associated with Proc- 
ter and Gamble in industrial engineer- 
ing work in 1920, and had been con- 
troller since 1928. 

Mr. Huber was forty-seven years 
old and is survived by his widow, Mrs. 
Marguerette Huber and three daugh- 
ters, his mother, and two sisters. His 
membership certificate in The Insti- 
tute is Number 414. 


INDUSTRY TAKING ON 
HANDICAPPED WORKERS 


A steadily growing army of physically 
handicapped men and women is taking its 
place in war production, according to 
United States Employment Service figures 
just released by Paul V. McNutt, Chairman 
of the War Manpower Commission. 

In April, the United States employment 
offices made more than 7,500 placements of 
handicapped workers—about 2,000 more 
than in March and 3,000 more than in Feb- 
ruary. New York accounted for 1,700 of 
the April placements, Illinois for 1,100, 
Texas for 860, and Michigan for 670. 

“Once barred from many industries be- 
cause of unnecessarily strict hiring practices, 
these workers are doing an important job 
today,’ Mr. McNutt said. ‘They are help- 
ing to give our soldiers, sailors, and marines 
the weapons they need to beat the Axis 
powers.” 

Job opportunities for the physically hand- 
icapped are expanding rapidly under the 
impetus of the war program, Mr. McNutt 
said. In 1941, placements of physically hand- 
icapped men and women by the United 
States Employment Service were almost 
double the previous year’s total. A much 
greater increase is anticipated this year as 
intensive mobilization of the Nation’s man- 
power is speeded up. 

Complete utilization of the skills and 
talents of the physically handicapped, how- 
ever, has not yet been reached, Mr. McNutt 
said. Latest U. S. Employment Service fig- 
ures show that there are still approximately 
400,000 disabled persons registered at the 
public employment offices. 
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How Long 
will your Typewriters Last? 








How long will the war last? How long will 
my typewriters last?...these are the questions 
many school executives are asking. 

Here is one thing you can be sure about. 
Your typewriters and office training machines 
will last longer if you take advantage of the 
Underwood Maintenance Service Plan! 

Your Underwood Representative will be 
glad to explain how the plan assures peak 
performance, economy and longer life for your 











typewriters and office machines. His knowl- 
edge, experience and ability to do a thorough 
job will help keep your typewriters, adding 
machines and accounting machines on the job. 
This is a valuable contribution in helping you 
train the business personnel so essential to 
our country’s war effort. 


There’s an Underwood Service Representa- 


tive eager to serve you! Call your local 


Underwood Elliott Fisher office. 


Underwood Elliott Fisher 


Helps Speed the Nation’s Victory! 





Service in 407 Cities in the U. S. A. and 26 Cities in Canada 


Underwood Elliott Fisher Company 
One Park Ave., N. Y. Nationwide Service 


Invest in America! 
Buy War Savings Bonds and Stamps 
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TIMELY WARTIME ADVISORY SERVICE 
Burroughs representatives, trained and 
experienced in machine systems and 


installations, are fully qualified to 


suggest time-saving short-cuts . . . to 
counsel with users in meeting today’s 
accounting requirements with their 
present Burroughs machines. 





For many years Burroughs users have 
profited by the various services that 
Burroughs provides to help them get the 
most out of their Burroughs equipment. 
Today, under wartime conditions, these 
services are more important than ever. 


Thousands of Burroughs users are tak- 
ing advantage of these services to 
prolong the life of their present equip- 
ment, as well as to meet the increasing 
demands and changing requirements of 


today’s accounting. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


Burroughs 


FOR VICTORY—BUY UNITED STATES 
WAR SAVINGS BONDS AND STAMPS 





MECHANICAL SERVICE 


Burroughs’ own salaried, factory- 
trained, factory-controlled service men 
inspect, lubricate and adjust Burroughs 
machines. They make repairs and re- 
placements with genuine Burroughs 
parts. Their work is guaranteed. 


INFORMATION LIBRARIES 


Every local Burroughs office is kept 
supplied with the latest information 
on how Burroughs machines are being 
used to meet today’s increasing and 
changing accounting requirements. 
This information is always available to 
Burroughs users. 


OPERATOR INSTRUCTION 


Burroughs renders timely and valuable 
assistance by showing operators how 
to make full use of the many time- 
saving features and advantages that are 
built into Burroughs machines. 




















